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Mr. МсоСьвмлм, from the Committee on Government Operations, 
submitted the following 


REPORT 


[To accompany 8. 1992) 


The Committee on Government Operations, to whom was referred 
the bill (S. 1992), to provide for the convevance of a certain tract of 
land in Madison County, Ky., to the Pioneer National Monument 
Association, having considered the same, report favorably thereon 
with amendments and recommend that the bill, as amended, do pass, 

The amendments are as follows: 

Page 1, lines 5 and 6, strike out “as part of the area proposed for 
the site of a National Pioneer Monument,” and insert in lieu thereof: 


for designation and use, including disposition to a public agency if deemed appro- 
priate, as a part of a historic site or monument, 


Page 3, lines 3, 4, 5 and 6, strike out: 


in the event that such tract of land ceases to be used as a historic site, all right, 
title and interest therein shall immediately revert to and revest in the United 
States; and, 

and insert in lieu thereof: 


such tract of land shall be reserved or used for the purpose for which it is conveyed 
for a period of not less than twenty-five years, and that in the event said property 
ceases to remain available or be utilized for such purposes during such period, as 
may be determined by the Secretary of the Interior, all or any portion thereof, 
in its then existing condition, shall revert to the United States; and 


These amendments were approved by the committee to conform 
with the recommendations of the Department of the Interior and to 
assure that the property will be used by the National Pioneer Monu- 
ment Association or disposed of to a public agency for a historic site 
or monument. The amendment also imposes an obligation on the 
association to reserve or to use the property for the stated purposes 
for a period of not less than 25 years. ‘The latter amendment is 
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consistent with the requirements for deeds conveying surplus real 
—— for historie monument purposes pursuant to the Surplus 
roperty Act of 1944, as amended. 


PURPOSE 


This bill would authorize and direct the Administrator of General 
Services to convey 7.6 acres of surplus land to the Pioneer National 
Monument Association, without consideration, for use as a site for 
a National Pioneer Monument. 

The bill reserves to the United States certain rights of ingress and 
egress over a road crossing the property, a perpetual easement for 
maintaining a water pipeline, reversion of title should the land cease 
to be used as an historic site, free use of the land during a national 
emergency. The bill also provides for such additional conditions, 
exemptions, and reservations as the Administrator determines to be 
necessary and desirable to safeguard the interests of the United States. 
Perfecting amendments have been proposed by the Department of 
the Interior to permit retransfer to another public agency, if deemed 
appropriate, as a part of an historic site or monument, and to clarify 
the reversionary clause if said property ceases to be used for such 
purposes. 


NEED FOR THIS LEGISLATION 


Under section 203 (k) (2) of the Federal Property and Administra- 
tive Services Act of 1949, as amended, and section 13 (h) of the 
Surplus Property Act of 1944, as amended, this property could be 
donated to the Pioneer National Monument Association, provided it 
is determined that the association is a public instrumentality or a 
political subdivision of the State of Kentucky and if assurance is 
given that the property will be used for the benefit of the public. 

However, another proviso of the statute requires that no property 
shall be determined to be suitable or desirable for use as an historical 
monument except in conformity with the recommendations of the 
Advisory Board on National Parks, Historical Sites, Buildings and 
Monuments, established by section 3 of the act of August 21, 1935 
(49 Stat. 666), and that no property shall be so determined to be 
suitable or desirable for such use if (a) its area exceeds that necessary 
for the preservation and proper observation of the historic monument 
situated thereon, or (b) it was acquired by the United States at any 
time subsequent to January 1, 1900. 

The General Services Administration has reported to the committee 
that the property covered by this bill was acquired by the Corps of 
Engineers, Department of the Army between 1902 and 1908, and 
thus failing to meet the requirement that it must have been acquired 
by the Government prior to January 1, 1900. 

By letter dated May 27, 1955, the Department of the Interior re- 

orted on another bill, S. 140, to amend section 13 (d) of the Surplus 
Кы Act of 1944, as amended, to extend the date prior to which 
surplus real property owned by the United States must have been 
acquired to be subject to conveyance by the United States for his- 
toric monument purposes, without monetary consideration, from 
January 1, 1900, to January 1, 1910. The land proposed to be 
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transferred under S. 1992 could also be transferred to the Pioneer 
National Monument Association under the provisions of S. 140, 
if approved. The Department recommended that a revised draft 
submitted to the committee, which would remove the requirement as 
to date of acquirement, since the Advisory Board on National Parks, 
Historic Sites, Buildings and Monuments has adopted the following 
policy as part of its criteria for consideration of historic sites: 


Structures or sites of recent historical importance relating to events or persons 
within 50 years will not as a rule be eligible for consideration. 


Senator Clements, sponsor of S. 1992 (and S. 140) informed the 
chairman by letter dated January 19, 1956, that he now desires 
favorable action on S. 1992 in lieu of S. 140 or the revised draft 
proposed by the Department of the Interior. He has no objection to 


the clarifying amendments to S. 1992 as recommended by the 
Department. 


UNITED STATES SENATE, 
Washington, D. C., January 19, 1956. 
Hon. Jonn L. McCLELLAN, 


Chairman, Government Operations Committee, 
United States Senate, Washington, D. C. 


Dear Jonn: Your committee has before it two bills relating to the transfer of 
certain land situated in Madison County, Ky., which has been declared surplus 
by the Chief of Engineers, Department of the Army, and which is the proposed 
site of a national historical monument commemorating one of the early pioneer 
fortresses in Kentucky. I have reference, of course, to S. 140 and S. 1992. The 
latter bill would make conveyance directly to the Pioneer National Monument 
Association, which organization has long been interested in the historical signifi- 
cance of this tract of land. Inasmuch as a direct conveyance to this organization 
would more rapidly advance the establishment of a monument, it would be pre- 
ferred to have your committee report favorably оп 8. 1992. 

I have read the suggested amendments to the bill submitted by the Secretary 
of the Interior in a letter addressed to you under date of December 1, 1955. The 
first amendment would simply permit the association to transfer title to the land 
to a public agency to carry out the use of the land as a historic site or monument, 
and the second amendment would make the act conform to the general provisions 
now applicable to similar lands under the Surplus Property Act. Neither of these 
amendments is inconsistent with the objective to be accomplished by the legisla- 
tion, and for this reason I have no objection to their inclusion in the final draft. 

Your kind consideration of the above is, as always, appreciated. 

With kindest personal regards, I am 

Sincerely yours, 


EARLE C. CLEMENTS, 
United States Senator. 


AGENCY COMMENTS 


The General Services Administration, Department of the Interior, 
and the Bureau of the Budget interposed no objection to the a 
of this bill. The comments and recommendations of the GSA and 


Department of the Interior are contained herein and made a part of 
this report. 


GENERAL SERVICES ADMINISTRATION, 
Washington, D. C., November 25, 1966. 
Re S. 1992 


Hon. Jonn L. McCuELLAN, 
Chairman, Committee on Government Operations, 
Inited States Senate, Washington, D. С. 
кл SENATOR McCrELLAN: Further reference is made to your letter of May 18 


requesting the views of this agency regarding S. 1992, for the conveyance of certain 
land to the Pioneer National Monument Association. 
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The bill directs the Administrator of General Services to convey without con- 
sideration to the Pioneer National Monument Association some 7.6 acres of land 
situated in Madison County, Ky., to be used as part of the site for a National 
Pioneer Monument. The bill reserves to the United States certain right. of 
ingress and egress, an easement for a water pipeline, reversion of title should 
the land cease to be used as a historic site, free use of the land during a national 
emergency, and for such additional conditions as the Administrator determines to 
be desirable to safeguard the interests of the Government. 

It is understood that the land is part of the site of United States lock and dam 
No. 10 reservation, acquired by the Corps of Engineers between 1902 and 1908, 
and is now surplus —— 

If the Pioneer National Monument Association is an instrumentality of the 
State of Kentucky, it qualifies as a grantee eligible to receive without consideration 
surplus Federal:property for historic monument purposes under section 13 (h) 
of the Surplus Property Act of 1944, as amended (50 U. 8. C. App. 1622 (h)). 
On the other hand, since the land was acquired by the United States subsequent 
to January. 1, 1900, the land is not available for such conveyance under a limitation 
contained in that section of law. 

Under section 203 (k) (2) (C) of the Federal Property and Administrative 
Services Act of 1949, as amended (40 U. S. C. 484 (k)), the Secretary of the 
Interior, subject to disapproval by the Administrator of General Services, is 
direeted to enforce, modify, and release terms and conditions of conveyances of 
surplus Federal property for historie monument purposes made under the Surplus 
Property Act of 1944 and the Federal Property and Administrative Services Act 
of 1949. It is recommended that the same responsibility be placed on the Secre- 
“4 the Interior with respect, to the conveyance proposed in the subject bill. 

hether to conyey the land involved in this bill notwithstanding that the 
date of its acquisition is beyond that specified in the general law on the subject is, 
of course, a matter of policy for the Congress. On the executive branch side, 
it is a problem within the competence of the Seeretary of the Interior and the 
Advisory Board on National Parks, Historic Sites, Buildings, and Monuments. 
It would appear, however, that whether property is suitable for a historic site 
— depend on factors other than the date when the Government first ac- 

uired it. 
^ The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to your committee, 
Cordially yours, 
Ермомо F. MaNsunE, Administrator, 





DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., December 1, 1955. 
Hon. JouN L. McCLELLAN, 
Chairman, Committee on Government Operations, 
United States Senate, Washington, D. C. 


Mx Dzgan SgeNATOR McCuELLAN: Your committee has requested a report on 
8. 1991, a bill to provide for the conveyance of a certain tract of land in Madison 
County, Ky., to the Pioneer National Monument Association. You also request 
advice as to whether or not the approval of this bill will be necessary if S. 140, on 
which we have already submitted comments, is enacted into law. 

We recommend that S. 1992 be enacted, if amended as hereinafter suggested. 

In response to your specific question, it is our view that the enactment of S. 
140, if amended as — in our report on that bill, would permit the disposi- 
tion of the property referred to in S. 1992 for historic monument purposes. The 
Surplus Property Act of 1944, which would be amended by S. 140, permits the 
conveyance of surplus property without consideration to States and political 
subdivision for historic monument purposes. We understand that if the Pioneer 
National Monument Association can be considered an instrumentality of the 
State of. Kentucky, it would qualify as a grantee eligible to receive without con- 
sideration surplus Federal property for historic monument purposes. A deter- 
mination of this point would be e, of course, at the proper time by the General 
Services Administration. 
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The Pioneer National Monument Association was organized as a corporation, 
we are informed, by the Daniel Boone Bicentennial Commission. That com- 
mission was created by the Kentucky General Assembly in 1934. The Associa- 
tion was formed to carry forward the Pioneer National Monument project which 
was authorized by the act of June 18, 1934 (48 Stat. 982). While the national 
monument has not been established as yet, for various reasons, the association 
has a special interest in the historic properties to which this bill relates and which 
warrant preservation in some manner for the public benefit. 

Our recommendation on 8. 1992 їз based upon our belief that the particular 
tract in question, comprising approximately 7 acres of land, is of sufficient historic 
importance to warrant its retention and preservation in the public interest. We 
believe that this would be accomplished adequately by the Pioneer National 
Monument Association under the terms of S. 1992. We believe, however, that 
such conveyance should be made to the association in å suitable manner апа 
subject to appropriate conditions. 

In these circumstances, we recommend the following amendments to this bill: 
(1) Change lines 5 and 6, page 1, to read: “National Monument Association, 
for designation and use inelucing disposition to a public agency if deemed appro- 
priate as a part of a historie site or monument, all." 

2) Modify s»etion 2 (c) to read: *(c) provide that such tract of land shall be 
reserved or used for the purpose for which it is conveyed for a period of not less 
than 25 years, and that in the event said property ceases to remain available or 
be utilized for such p үгр‹ зе during such period, as may be determined bv the 


Secretary of the Interior, all or any portion thereof, in its then existing condition, 
shall revert to the United Sts tes; and.’ 


The first amendment is desirable, in our opini on, in order that the property in 
question may be available as we have previously indicated for designs ation and 


use by the association, or its disposition to a publie agency as a part of a historie 
site or monument. The second amendment would impose an obligation on the 
Pioneer National Monument A jati to 


55 ciation 





t 


reserve or to use the property for 
the stated purposes for a reasonable period of not less than 25 years. This would 
be consistent with the requirements for deeds conveying surplus real property 
for historic monument purposes pursuant to the Surplus Property Act. 
The Bureau of the Budget has advised that there 
mission of this report to your committee. 
Sincerely yours, 


is no objection to the sub- 


WEsLEY А. О’ЕмАвт, 


Assistant Secretary of the Interior. 
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UNITED STATES SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
SUBCOMMITTEE ON HOUSING, 


| December 30, 1955. 
Hon. J. W. FULBRIGHT, . 


Chairman, Senate Committee on Banking and Currency, 
Washington, D. C. 


Dear Senator Fuisricut: Transmitted herewith is the final 
report covering activities of the Housing Subcommittee during the 
year 1955. 

Senate Resolution 57 (March 18, 1955) authorized expenditures 
and temporary employment of additional assistants by the Committee 
on Banking and Currency. In Senate Report No. 42, the committee 
expressed a desire to continue investigations undertaken during the 
83d Congress and to broaden them wherever possible, so “that the 
operation of the Housing Act of 1954 should be subject to continuous 
observation." 

In an earlier report (No. 1281, July 30, 1955), your subcommittee 
summarized its activities from the effective date of Senate Resolution 
57 until the middle of the calendar year. That report covered the 
legislative work of the subcommittee during the last session of the 
Congress and also reported the findings of a number of investigations. 
Investigative activities that were initiated during the first half of 
the calendar year were, in many cases, continued or completed during 
the second half and are discussed in this report. 

In addition this report provides an analysis of residential construc- 
tion during the past year and discusses in detail selected housing 
programs, 

During the year the subcommittee has been constantly in touch 
with the Housing and Home Finance Agency, the Federal Housing 
Administration, the Public Housing Administration, and the Veter- 
ans’ Administration. Although requests for data and assistance have 
at times been pressing and have required the expenditure of consider- 
able time and effort on the part of agency personnel, the subcommit- 
tee has received complete cooperation from each of the agencies. 

The chairman of the subcommittee acknowledges the assistance and 
cooperation of these agencies and is most appreciative for the cooper- 
ation of the Comptroller General who has contributed materially by 
assigning trained personnel to the subcommittee and by making avail- 
able the facilities of the General Accounting Office. 

Sincerely, 


JOHN SPARKMAN. 


Y 
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January 26, (legislative day, January 16), 1956.—Ordered to be printed 





Mr. SPARKMAN, from the Committee on Banking and Currency, sube 
mitted the following report of the Subcommittee on Housing 


ANNUAL REPORT TO DECEMBER 31, 1955 
[Pursuant to S, Res. 57] 
INTRODUCTION 

Номе Вопрімо Іх 1955 


The 1955 housing year started in optimism and ended in consider- 
able uncertainty. Output was at high levels—the second highest in 
the number of units started and the highest in dollar volume. Yet, 
toward the end of the year there seemed reason to belteve a falloff 
in production was imminent. The outlook for 1956 appears less 
promising today than the outlook for 1955 appeared a year ago. 

The following schedule shows the 1955 production of housing 


units, in terms of monthly starts, and starts at a seasonally adjusted 
annual rate: 


Housing starts, 1955 


| | | 
| Seasonally || | | Seasonally 





Monthly adjusted an- | | Monthly | adjusted an- 
nual rate | | nual rate 
ТО. оо сні 58, 000 AXIAL d нсана | 115, 000 1, 202, 000 
ПЛАС ы н] 90, 000 1, 370, 000 || August. ............. | 123, 000 1, 304, 000 
ЖААШ ым! 117,000 | 1, 367, 000 || September............ | 113, 000 1, 230, 000 
ROR маде дакы] 127, 000 | 1, 350,000 || October.............. 107, 000 1, 242, 000 
RON Lado ds vo chai) 132, 000 | 1, 362, 000 || November........... | 90, 000 1, 203, 000 
ПЕ анаа | 129, 000 | 1, 320, 000 || ГАЛЛЕ он 72, 000 1, 187, 000 
| | 


Source: U. S. Department of Labor. 


The high rate early in 1955 reflected a continuation of the momen- 
tum in late 1954. In December 1954, the seasonally adjusted annual 
rate reached 1.473 million. The acceleration of home building durin 
the latter part of 1954 made a substantial contribution to the upwar 
movement of general business activity. 


1 





UNIVERSITY OF MICHIGAN LIBRARIES 
























































AR 
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As the economy moves into 1956, there appears to be a noticeable 
change in the housing picture. Home building in September and 
October was 2.8 percent behind the same period in 1954, in November 
was 13.6 percent behind November 1954, in December was 19.6 per- 
cent behind December 1954, and threatens to decline still further. 
More than 90 percent of 1955's volume was in single-family sales- 
type houses, slightly more than in 1954, but up sharply from prewar 
and immediate postwar levels when rental housing formed a much 
larger portion of the total. ~ Thus, housing construction depended 
almost entirely upon what happened to single-family sales units. 
The need for à more orderly and balanced growth of the housing 
segment of the economy continued to bea problem. The subcom- 
mittee explored two important and related aspects of this need. The 
first is the necessity for broadening the housing market. The second 
is the need for a more flexible and stable mortgage market. 


HOUSING DEMAND 


Charges of overbuilding, last spring, prompted the subcommittee 
to conduct a study, culminating in open hearings, on the question of 
housing demand and overbuilding. A sample survey made by the 
subcommittee brought forth comments from various sectors of the 
industry and from responsible Government officials, which were inter- 
preted and summarized by the chairman on April 30, as follows: 


Some weeks ago there was considerable comment in the press concerning over- 
building and excessive credit in the home-building industry. A sample survey 
of the opinions of representative builder groups, financial houses, consumers and 
Government reveals the following: 

(1) The great majority of opinion indicates the belief that there is no over- 
building in the industry. Considerable doubt was expressed (a) that we would 
reach the level of 1.4 million homes in 1955, and (b) that even this level was 
sufficient to meet the current needs. 

(2) Although some answers indicate that there is excessive credit and that this 
is due to the terms of the Housing Act of 1954, the predominant opinion is that 
credit is not excessive with the possible exception of VA no downpayments and 
that the Housing Act of 1954 had no effect whatever upon either the no-down- 
payment loan or the 30-year amortization period. Both of these provisions are 
contained in the Servicemen’s Readjustment Act of 1944. 

(3) The liberal credit terms for VA-guaranteed loans are attributed to the fact 
that mortgage credit was freely available throughout 1954 from private sources. 
This availability led to the making of commitments for dwelling units entering 
the sale market now. Already there are some signs of reduced availability of 
mortgage credit and FHA new home applications show a noticeable reduction in 
March from the peak levels of the months from September 1954 to February 1955. 

(4) Action has now been taken by the VA to firm up what may have been a 
weak spot in the extension of VA credit. Effective April 28, 1955, VA requires 
veterans to pay in cash all closing costs necessary to the sale of a VA-guaranteed 
home. To the extent that these closing costs have been absorbed by builders, 
the new regulation may bring about a reduction in the price of homes by prevent- 
ing closing costs from becoming a portion of the sale price. 

(5) Attainment of 1.4 million unit home starts in 1955 will be dependent upon 
normal seasonal expansion from the December-January rates. Actual private 
starts in these months is 1.1 million on a 12-month basis. The February level 
of starts did not maintain the seasonal level expected. In March, starts once 
more exceeded the annual rate of 1.4 million. A modest deviation from the normal 
seasonal patterns in 1955 would result in home starts of 1.3 million or 1.2 million 
instead of the 1.4 million frequently mentioned. 

* (6) Consumer groups ре out that the demand for low-cost housing has not 
been and is not satisfied. If the industry could devise and market adequate 
low-cost housing, the present housing boom would be dwarfed by comparison. 

(7) So long as our economy can be maintained at its present level and provided 
the industry and Government together take necessary steps to insure proper 
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distribution geo aphically and incomewise, little danger is seen in the present, 
situation. The Housing Subcommittee will continue to keep a close watch on the 
situation and make appropriate recommendations if warranted by changing con- 
ditions. The indications are, however, that our population will continue to 
increase, thus sustaining a continuous high demand for housing. 


Other surveys during the year—on housing vacancies, household 
formation, and the removal of older housing from the supply—show 
that there is a continuing high level of demand for new housing. 

Housing vacancy data are especially significant. In both the 
second and third quarters of 1955, according to Census Bureau studies, 
vacant units available for rent or for sale amounted to only 2.3 percent 
of the total supply. While national figures tend to obscure local data, 
and there may well be local situations out of balance, it is clear that 
the vacancy data do not support the overbuilding charges. 

Other Census studies on household formation throw further light 
on the problem. According to these studies, nonfarm household 
formation between 1950 and 1955 averaged close to a million a year. 
Moreover, other data suggest a higher volume of removal of older 
housing from the supply than was previously anticipated. Most 
housing experts had been anticipating a rate of removal of older hous- 
ing шэг, demolition, abandonment, and so forth, of from 50,000 
to 100,000 yearly. 

According to the Bureau of Labor Statistics, their recent surveys 
indicate a much higher rate of withdrawal of older units from the 
housing supply. In 5 of the 6 areas studied so far, 1 percent or more 
of the rental units were withdrawn from housekeeping annually, 
during both 1953 and 1954. The study goes on to say: 

* * * Assuming that the national withdrawal rate is around 1 percent for 
rental units in all large city areas, and declines significantly in smaller localities 
and for owner-occupied dwellings, it is possible that in the neighborhood of 


250,000 to 300,000 nonfarm dwelling units have been withdrawn from the housing 
supply annually in recent years. 

* * * Thus, it appears that, in line with the level of vacancies, housing retire- 
ments have been accounting for most of the differences between the annual 
number of new nonfarm households formed and the substantially larger number 


of new nonfarm dwelling units provided (Construction Review, July 1955, U. S. 
Depart nent of Labor). 


Prices and costs 


According to a study made by the Bureau of Labor Statisties in 
the second quarter of 1955, the median house was priced at $13,700, 
up 11.4 percent from the previous year. The house was somewhat 
larger than last year’s; it was more likely to have 3 or more bedrooms 
(74 percent in 1955, with 3 or more bedrooms, compared with 63 
percent in 1954). 

Construction costs, according to the Boeckh index, were up nearly 
4 percent during the period November 1954 to November 1955, 
reflecting a 6-percent increase in the cost of materials and a 3-percent 
increase in бао cost. This upward movement came after a period 
of some stability. In the 2 years’ period from October 1952 to 
October 1954, construction costs (Boeckh index) held practically 
steady. 

The mortgage market 


Mortgage recordings (under $20,000) for both new and old houses 
reached the record level of $28 billion—up $6 billion from 1954, and 


the net increase in mortgage debt was about $12 billion in 1955 
compared with $8.3 billion in 1954. 
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А 1 ortion of the mortgage recordings in 1955 represent 
"Вар. ДМ зар а initiated or committed months их Thus 
even wi — money tight in the later months of 1955, — 
recordings and debt inerease remained high on the basis of these 
earlier commitments. 

The housing start is not, as commonly thought, the beginning of 
the production process: instead in many instances it comes midway 
in the process. Hence, easy mortgage credit shows up in starts months 
later. Tight credit or credit controls, likewise, may have their impact 
months later. 

The easy mortgage money of late 1954 and early 1955 soon gave 
way to increasing tightness. It was evident by midyear—even prior 
to Government credit restrictions—that money for no-down-payment, 
30-year loans under VA was increasingly hard to obtain. Mortgage 
lenders were reported as increasingly selective and cautious. 

With mortgage money harder to obtain in the latter half of 1955, 
interest rates on conventional mortgages moved upward, and dis- 
counts rose on VA-guaranteed and FHA-insured loans. 

Moreover, as the Federal Reserve Board moved toward a policy of 
restraint, many commercial banks fonnd their funds tight, which, in 
turn had its impact on long-term mortgage lenders who had turned to 
the commercial banking system when their own funds became scarce. 
Parallel to the Federal Reserve Board’s actions were the restrictive 
moves by the Federal Housing Administration and the Veterans’ Ad- 
ministration in increasing downpayments and shortening maturities on 
Government-supported loans, and by the Federal Home Loan Bank 
Board in tightening up on terms for the extension of credit to member 
banks, although the latter eased up somewhat early in December. 

The impact of these Federal credit policies on residential construc- 
tion and home financing was the subject of staff study and of subcom- 
mittee hearings on November 28 and 29. At the beginning of the 
second day’s session, the chairman of the subcommittee made the 
following statement: 

A number of points were brought out that appear to me to be of crucial current 
importance. 

irst, it appears that the mortgage market is unusually sensitive to the im- 
position of general credit restrictions. Federal Reserve actions that were in- 
tended to restrict credit in an equitable manner across the board have had a dis- 
токтан severe effect on the housing industry. | 

сопа, there appears to be considerable uncertainty about the status of 


Governmert-supported mortgages in the money market. Тһе discounting of 
VA-guaranteed and FHA-insured loans is a recurring practice that tends to 
— T policy. 
hird, there is a widening gap between the amount of housing that can be 
supplied within our present mortgage structure and the basic need of the American 
people. This is especially true in terms of long-term needs. 
hese observations suggest at least three fundamental questions: 
1. During the period of tightening credit, how can we work things out so that 
the housing industry does not have to bear more than its fair share of the burden? 
2. Is there a method of organizing a mortgage market that would serve as a 
truly national market and facilitate the marketing of Government-supported 
— 
3. How can we broaden the housing market to meet the increasing need for 
housing? What would be a practical goal to strive for in the next few years? 
While I wholeheartedly that the ultimate goal is adequate shelter for all 
the people, I feel that we shall be able to achieve that goal more quickly if we set 
for ourselves a series of short-term targets representing the minima we should 
try to achieve in the near future. 
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I do not feel that we should let the money market have complete power of 
decision as to the number of housing units we can build at any particular time. 


After all, the money market should be a means toward achieving human objectives 
and not an end within itself. 


Warehousing 


The increasing tightness of mortgage money was also apparent in 
the increased reliance on commercial bank short-term credit for 
— warehousing. 

Warehousing is, in essence, a reliance upon the commercial banks to 
supply credit to the mortgage market for relatively limited periods. 
It is a device that has grown up in recent years jn an effort to find some 
way of providing a smoother flow of mortgage credit. Without going 
into the merits of warehousing as such, certain forms of warehousing, 
particularly on short-term loans with a “committed” take-out, are 

in to inventory loans and may provide a useful stabilizer to the 
mortgage market. Other types, primarily of an “uncommitted” 
nature, may intensify inflationary pressures. 

Whatever the merits or demerits of warehousing may be, it now 
appears to have become an important device in sustaining a high level 
of housing volume. By August 10, 1955, the volume of mortgage 

loans warehoused in commercial banks by insuring companies, 
mortgage companies and savings and loan associations had reached 
$1.4 billion, compared with $0.6 billion a year earlier. In addition, 


the volume of commitments by banks to warehouse mortgages 
reached $1.3 billion. 
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SINGLE-FAMILY SALES HOUSING 





The 1955 housing year was dominated by the construction of 
single-family sales housing, continuing a trend of recent years. This 
was reflected in the activity of the Federal Housing Administration, 
which insured mortgages on single-family sales homes almost to the 
exclusion of all other types of insurance. 

Of the new housing starts in 1955, more than 90 percent were single- 
family sales units. Of these units, the FHA insured the mortgages 
in about 1 out of 5 instances, the Veterans’ Administration guaranteed 
the loans in about 30 percent of the total, and the rest were financed 
through conventional mortgages. 

FHA underwriting covered about a quarter of a million single- 
family sales units, and about 7,000 rental units. An increasing 
proportion of FHA’s activities is being devoted to single-family sales 
housing. 

This trend was especially noticeable during the past 2 years. A 
comparison of data covering the period January-November 1955 
with the corresponding 11 months of 1954 reveals this significant 
shift. The overall number of units handled through FHA insurance 
increased by about 6,000 (from 255,000 to 261,000). The under- 
writing of single-family sales units increased by about 24,000 (from 
230,000 to 254,000). But the insurance of rental projects dropped 
precipitously from about 25,000 units in 1954 to 7,000 units in 1955— 
a decrease of 18,000 units. 

The heavy concentration of section 203 activity in FHA’s 1955 
workload has been evident to the subcommittee from the time it was 
organized last March until the present time. The progress report of 
July 30, 1955, discusses some of the problems that have come up in 
connection with FHA’s administration of section 203, and describes 
the methods adopted by the subcommittee to cope with them. The 
following accounts represent two examples of the subcommittee’s 
staff work with respect to this program. 


STAFF STUDY OF SETTLEMENT Costs 


On December 7, 1955 the subcommittee published a staff report on 
settlement costs charged VA and FHA home buyers. Since that time 
the study has been continued by the staff. An examination of more 
than 1,200 separate VA and FHA loans has been made. 

The following types of settlement costs have been found listed on 
settlement sheets pertaining to the loans examined: 

(a) Title costs; 

(b) Appraisal fees; 
(c) Surveys; 

(d) Recording fees; 
(e) Credit reports; 
(f) Notary fees; 
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(g) Service fees charged by mortgagees; 
(h) Attorney fees; 
(i) Conveyance fees charged by brokers to convey property to 
or through a mortgagee; 
(7) Other miscellaneous costs; 
(k) And with respect to VA—flat allowance of 1 percent of the 
loan amount in lieu of origination costs. 

Over 1,200 case files of settlement cost data representing loan 
amounts aggregating $13.2 million and settlement costs totaling 
$257,966 were examined at the VA and FHA field offices in Phila- 
delphia, Pa., the New York City office of the*VA, and the Jamaica, 
N. Y., office of the FHA. The examination was based upon a sample 
of approximately 5 percent of the cases closed at each office over a 
2-month period. Cases were selected in order to obtain a representa- 
tion of closing costs at all loan values with equal emphasis placed 
upon obtaining a representation of mortgagees. A statistical summary 
of the findings is shown in table 1. 

A chart which indicates the percentage of the total settlement costs 
to the total loan amounts of the cases examined is attached as table 2, 
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TABLE 2.— Settlement costs 
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The dollar amount involved in settlement costs is pertinent. In the 
first 10 months of 1955, FHA insured loans in the amount of $2.4 
billion, and VA guaranteed loans in the amount of $5.8 billion—a total 
of $8.2 billion. By projecting these figures over a 12-month period, 
the total would be $9.8 billion. "The average settlement cost approxi- 
mates 2 percent of the amount of the loans in the offices surveyed. 
Projecting this 2 percent figure to the total loans of $9.8 billion, the 
total settlement costs charged to VA and FHA home buyers would 
approximate $196 million in 1955. 

An analysis of the settlement cost data indicated that certain mort- 
gagees (in Philadelphia certain title companies) consistently charged 
higher settlement costs than the average for the area. Others con- 
sistently charged less than the average. A summary of these cases 
appears in tables 3 and 4. 


TaBLE 3,—Federal Housing Administration summary analysis of high- and low-cost 





mortgagees 
| | | чту 
| | | 
B Total Percent 
Office and number of high- and low-cost mortgagees or | C | Total loan | 
» 78868 . | settlement of costs 
title companies | amounts | costs to ben 
рУ вино -—3— 
Jamaica, Long Island: | | | | 
То(з] ехаииией______.__.__.._.....................0| 178] $2,139,650 | $34, 903. 03 | 1. 63 
6 mortgagees, high (over 2.10 percent)... Saad 43 | $456, 300 | $12, 484.00 | 2. 74 
Percent to total. ы ақыл ЗЫ 21.3 88.7 |....... 
2 mortgagees, low (under 1 percent) 50 | $727, 300 | $6, 642. 53 | ‚91 
FOND NL iii ees du: NET 34.0 | 19.0 | 
Philadelphia, Pa.: BOTE Et. M а се 
Total @zamined.........:.........-. 152 | $1,431,050 | — $38, 926. 56 | 2. 72 
5 mortgagees, high (over 3.10 perce nt).. on Vd | 41 $328,800 | $11,382. 20 3. 46 
Percent to total. . 4 : | 27.0| 23.0 29.3 |......: 
5 mortgagees, low (under 2.45 5 perce nt)..... бал 31 | $341, 700 $7, 183. 43 2. 10 
Percent to total. .......-------------------- 20. 4 | 23. 9 18.5 š 


TABLE 4.—Veterans’ Administration summary analysis of high- and low-cost 
mortgagees 





i | 
Š | | к Total Percent 
Office and number of high- and low-cost mortgagees or Cases 1 Total loan settlement od ciate 
title companies | | amounts Costs 140 Ман 
New York, N. Y.: | | | | 
“Total examined. jake 523 | $6,229,622 | $108, 172. 64 | 1. 78 
10 mortgagees, high (ove r 2.20 percent)........ 76 | 781,050 | $19, 937. 95 | 2. 55 
Percent to total 4 14.5 | 12.5 | 18.5 |... 
6 mortgagees, low (under 1. 34 »- nt) bid 94 | $1,249, 045 | $13, 238. 53 | 1. 06 
Percent to total.......... еее: ЗВ 20. 1 | 12. 2 | : 
Philadelphia, Pa.: | | | | 
Total examined EA Ada dE — 347 | $3,451,895 | 75,874. 06 | | 2. 20 
7 mortgagees, high (over 2.60 регсепї).......... 59 | $505, 855 | $15,119.39 | 2. 99 
Percent to total. ......... ТИ 14.6 | 19. (4 ЕН Я 
4 mortgagees, low — 1.90 perce АЙ: аа 19 $203, 125 | 52, 653. 25 | 1.31 
Percent to total.. 4 — 5.5 5.9 | 3.50 | 


FEDERAL HOUSING ADMINISTRATION, NEW YORK 


The average settlement cost in the 178 loans examined in the FHA 
Jamaica, Long Island, office was 1.63 percent of the average loan, or 
$196.59. 

Of 178 loans, 43, or 24.2 percent, were processed through 6 mort- 
gagees who consistently charged settlement costs in excess of 2.1 per- 
cent of the amount of the loan; 50, or 28.1 percent, were processed 
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through 2 mortgagees who consistently charged settlement costs lower 
than 1 percent of the amount of the loan. 

Itemized details of settlement costs were not required in all in- 
stances. Thus, it could not readily be determined which of the cost 
élements caused the total settlement costs to be consistently high or 
low. 

It was noted, however, that mortgagees whose settlement costs 
were consistently high at FHA followed the same trend at the VA. 
Mortgagees who consistently charged low settlement costs on FHA 
loans were usually low on VA loans. 

The following items usually appeared on the settlement sheets of 
mortgagees who consistently charge higher fees: 

(a) Survey fees 

(6) Attorney fees 
(c) Service charge 
(d) Recording fees 

While these items do appear on the settlement sheets of low-cost 
mortgagees, they do not appear with the same frequency. When they 
do appear on settlement sheets of low-cost mortgagees, the charge 
made therefor is generally less than the charge made by the higher 
cost mortgagees for the same item. 


FEDERAL HOUSING ADMINISTRATION, PHILADELPHIA, PA, 


The average settlement cost on the 152 loans examined in the Phila- 
delphia, Pa. office was 2.72 percent of the average loan, or $256.10. 

Of 152 loans, 41, or 27 percent, were processed through 5 title com- 
panies which consistently charged settlement costs in excess of 3.10 
percent of the amount of the loan. 

In relation to the same 152 cases examined, 31 cases, or 20.4 percent 
were processed through 5 title companies which charged settlement 
costs below 2.45 percent of the amount of the loan. 

One oddity was noted among title companies in Philadelphia. Of 
the 5 companies which generally charged lower-than-average settle- 
ment costs, 3 had a substantial number of cases in which settlement 
costs were above average. Thus, 1 title company charged settlement 
costs of $394.80 for a $12,000 loan and $282.35 for a similar $12,000 
loan. 

The following items usually appeared on the settlement sheets of 
title companies who consistently charge higher fees: 

(a) Appraisal fees 

(b) Survey charges 

(c) Service charges 

(d) Charges for conveyancing 

While these items do appear on the settlement sheets of low-cost 
title companies, they do not appear with the same frequency. When 
they do appear on settlement sheets of low-cost title companies, the 

charge made therefor is generally less than the charge made by the 
higher cost title company for the same item. 

The staff report by the Housing Subcommittee in December 1955 
pointed out that the FHA has not issued a list of approved fees or 


other charges, nor has it provided criteria to determine the reasonable- 
ness of the fees collected. 


12017--56---2 
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The following list of es which have been made on loans ex- 
amined in the New York and Philadelphia FHA offices illustrates the 
wide range of such charges. Some of the variance may be attributed 
to differences in the loan amount. However, the staff found many 
instances where identical loan amounts commanded widely varying 
settlement costs. 























1 Usually 1 percent of the loan amount. 
2 Varied. 






VETERANS’ ADMINISTRATION, NEW YORK 








The average settlement cost in the 523 loans examined in the VA 
New York office was 1.73 percent of the loan amount, or $206.83. 

Seventy-six or 14.5 percent of the 523 cases examined were processed 
through 10 mortgagees who consistently charged settlement costs in 
excess of 2.2 percent of the amount of the loan. 

Ninety-four cases or 18 percent of the 523 cases were processed 
through 6 mortgagees who consistently charged settlement costs lower 
than 1.34 percent of the amount of the loan. 
























VETERANS’ ADMINISTRATION, PHILADELPHIA, PA. 


The average settlement cost in the 347 cases examined in the 
Philadelphia office of the Veterans’ Administration was 2.2 percent 
of the loan amount, or $215.58. 

Fifty-nine or 17 percent of the 347 loans examined were processed 
through 7 mortgagees who consistently charged settlement costs in 
excess of 2.6 percent of the amount of the loan. 

Forty-four or 12.7 percent of the 347 cases examined were processed 
through mortgagees who charged settlement costs less than 1.9 
percent of the amount of the loan. 

The following items usually appear on the settlement sheets of 
mortgagees who consistently charge higher fees: 

a) Title costs 

(5) Appraisal fees 

(c) Recording fees 

(d) Flat allowance fee of 1 percent 

While these items appear on the settlement sheets of low-cost 
mortgagees, they do not appear with the same frequency. When they 
do appear on settlement d of low-cost mortgagees, the charge 
made therefor is generally less than the charge made by the higher 
cost mortgagee for the same item. 
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Even though the VA regulations provide for the types of settlement 
costs which mortgagees can charge home buying veterans, charges for 
the same item can vary in the same areas shown in the following 
table. No doubt, some of the variance is attributable to differences 
in the loan amount, but at the same time there are many instances of 
varied {еез {ог the same service on identical loan amounts. 


Range of cost 


Type of cost 


New York Philadelphia 
(VA) (VA) 





$30. 00-$245 $40. 00-$235. 00 

15.00- 75 8.50- 32.50 

8.00- 150 5.00- 65.00 

Е 2. 50- 18 5. 00- 30.00 

2. 00- 10 1.65- 850 

ДОНИ Ба Еро аро дыбаев 10. 00- 160 5.00- 90.00 

а љиљана давна стиди Беота 5. 00- 80. 00 
Flat 1 percent allowance in lieu of origination costs. . ................-- Q 9 
ИЛАК SC DiS ok алыл дады венно Салада ) 


1 Usually 1 percent of the loan amount. 
? Varied. 


The staff report of December 7, 1955, pointed out that certain 
mortgagees elect to charge a flat allowance fee of 1 percent of the 
amount of the loan in lieu of origination costs, whereas others elect 
to itemize origination costs limited to a maximum of 1 percent of 
the amount of the loan as authorized by VA regulations. It was 
further noted that charges for itemized origination costs were generally 
less than they would have been if the 1 percent allowable maximum 
was charged. 


An analysis of settlement cost data illustrates this point. (See 
table 5.) 


TaBLE 5.—Veterans’ Administration, summary of cases where mortgagees charged 
or did not charge a 1 percent fee in lieu of origination costs 


Total examined 











Philadelphia | New York | Total 
Cases | Percent | Cases | Percent | Cases | Percent 
1 percent fee not 06 4............. UU. . uU. uu T... 115 33.1 279 53.3 394 45.3 
ТРИИ О — 232 66. 9 244 46.7 476 54.7 


Total cases examined. ....................... 347 
Average settlement costs 


100 870 100 
1.73 





— — 4.40) |««««.... 








1 percent fee not charged 


Cases above average settlement costs 





| 
бл ыйы, 41 35.7 120 43 161 40.9 
Cases below average settlement costs. ............. 74 64.3 159 57 233 59.1 
Total cases 1 percent fee not charged......... 15 | 100 279 | 100 | 394 100 


Cases above average settlement costs 
Cases below average settlement costs 


— — — — — — — — — 





'T'otal cases 1 percent fee charged. ............ 232 | 100 244 | 100 476 100 
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In its examination of the files of both the FHA and the VA, the 
av of the respective offices have been most cooperative. Ina 
etter dated December 15, 1955, the FHA Commissioner informs the 
chairman that he has advised all directors of FHA local offices to 
conduct a survey of settlement costs pertaining to section 203 loans 
insured during the period December 12 through December 30, 1955. 
The Commissioner’s letter is as follows: 


FEDERAL HOUSING ÅDMINISTRATION, 
Washington 25, D. C., December 15, 1955. 
Hon. JonN J. SPARKMAN, 
Chairman, Subcommittee on Housing, 
Senate Committee on Banking and Currency, 
United States Senate, Washington 25, D. C. 

My DEAR SENATOR SPARKMAN: A member of the staff of the Housing Sub- 
committee of the Senate Banking and Currency Committee several weeks ago 
obtained from Mr. Allan F. Thornton, Director of FHA’s Division of Research 
and Statistics, a tabulation of average closing costs in various FHA jurisdictions 
as revealed by a study of FHA cases in mid-1950. 

Because these data are now more than 5 years old, and in order to obtain more 
detailed information on the subject of closing costs and prepaid expenses in 
FH A-insured transactions, we are now assembling comprehensive information on 
this subject from all FHA insuring offices. The enclosed material indicates the 
data presently being assembled. We are asking each of our offices to record the 
closing costs on all section 203 home ownership type cases processed during the 
period December 12 through December 30. This will give us a sample of 3 
weeks’ business in each insuring office. In order to reflect differences in individual 
items, we are asking the offices to record the data for metropolitan centers and 
outside areas separately and to differentiate between new and existing con- 
struction. We are also asking that the information be classified separately 
according to the price of the property by price classes of less than $10,000, $10,000 
to $12,000, $12,000 to $15,000, and above $15,000. This should give us a com- 
plete range of closing costs on homeownership type properties insured by FHA. 

Your recent press release on this subject indicated a desire on your part for more 
explicit information than was then available. We hope to have preliminary 
tabulations from our present survey by the latter part of January. Results of 
these tabulations will be made available to you as soon as they are completed. 

We shall be pleased to receive any suggestions you wish to make on the analysis 
of this material or on supplementary information which we might assemble for 
the needs of your subcommittee. 

Sincerely yours, 
Norman P. Mason, Commissioner. 


The data obtained чона this survey, together with the data 


developed by the staff, should prove most helpful to any future con- 
sideration of settlement costs by the subcommittee. 


BUILDER’S WARRANTY 


As noted in the first progress report, dated July 30, 1955, a study 
of FHA procedures revealed that the builder’s warranty required by 
the 1954 amendments to the National Housing Act (sec. 801, Public 
Law 560) had been ineffective for many homeowners because of the 
lack of coordination between the FHA and the VA. 

The Banking and Currency Committee in its summary of activities 
for 1954 referred to the builder’s warranty as follows: 


Section 801. Builder’s warranty 


This section requires the builder or seller of a single-, 2-, 3-, or 4-family residence, 
which has a mortgage insured or guaranteed by the FHA or VA, to warrant that 
the dwelling was constructed in substantial conformity with the plans and specifi- 
cations (including any amendments) on which the FHA or VA based its valuation. 
The FHA Commissioner or VA Administrator must deliver to the warrantor his 
written approval of any substantial amendments to the plans and specifications 
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and must also file a copy of the approval with the plans and specifications. "The 
warranty applies only when the purehaser or homeowner notifies the warrantor 
that there has been substantial nonconformity to the plans and specifications 
within 1 year from the date of conveyance of title or initial occupancy, whichever 
occurs first. The FHA and VA are required to have copies of the plans and 
specifications (including the written approval of amendments) on file in their 
appropriate local offices for inspection and copying by the warrantor, the pur- 
chaser, or the homeowner. This warranty is in addition to, and not in derogation 
of, all other rights the purchaser may have under any law or instrument. 


During visits to various FHA insuring offices, it was discovered that 
many applications for home loans which were processed by FHA 
eventually are guaranteed by the Veterans’ Administration. In testi- 
mony before the House Committee on Appropriations, FHA estimated 
that there would be as many as 100,000 such cases during the fiscal 
year 1956. However, FHA was destroying files which contained 
plans and specifications necessary to enforce builders’ warranties. 

Following discovery of this situation, the subcommittee recom- 
mended to the appropriate officials in the executive branch that ad- 
ministrative procedures be devised to protect the homeowner’s war- 
ranty for at least 1 year as required by statute. 

On October 17, 1955, the FHA advised the subcommittee that 
administrative procedures had been developed and that agreements 
had been worked out between the VA and the FHA to preserve for 
the homeowner the protection afforded by the builder’s warranty. 


In a letter dated October 24, 1955, the FHA Commissioner informed 
the chairman of the subcommittee as follows: 


FEDERAL HOUSING ADMINISTRATION, 
Washington 25, D. C., October 24, 1955. 


с “4, 
Hon. Joun J. SPARKMAN, 


Chairman, Subcommittee on Housing, Committee on Banking and Currency, 
United States Senate, Washington, D. C. 
(Attention: Mr. Jack Carter, staff director.) 


DEAR SENATOR SPARKMAN: It is a pleasure to inform you, as requested in the 
progress report (No. 1281) of the Committee on Banking and Currency, that 
arrangements have been completed to retain all necessary documents in order 
to carry out the intent of the Congress in protecting the homeowner’s warranty 
for at least a year as required by statute. 

Detailed instructions as to the manner in which this has been accomplished have 
been furnished to Mr. John A. Bard, accountant, Senate Banking and Currency 
Committee by Mr. Charles 8. Mattoon, Director, Examination and Audit Divi- 
sion of the Federal Housing Administration on October 17, 1955. 

Sincerely yours, 


NoRMAN P. Masow, Commissioner. 
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RENTAL HOUSING 


It has been pointed out that FHA insurance in 1955 was used pre- 
dominantly for single-family sales housing. Of the mortgages insured 
by the agency last year, less than 3 percent were for new rental units. 
But over the years, especially during the first half of the postwar 
decade, the ready availability of FHA mortgage insurance has been 
the most important single factor in the substantial volume of privately 
financed new multifamily rental housing produced in this country. 
During the second half of the postwar decade, however, FHA’s par- 
ticipation in rental housing declined steadily, and the use of conven- 
tional financing showed a proportionate increase. 

Table 6 shows that nearly 1 million privately financed new multi- 
family rental housing units started during the postwar decade, 1946 
through November 1955. Table 7 shows that during the same period 
the F issued insurance commitments for about 661,000 units. 























TABLE 6.—Estimated number of new privately financed permanent nonfarm dwelling 
units started in the United States, 1946-55 


Total 1-family 2-family 3-or-more family 




















Year — — — — — — — — 

| | 
Number | Percent} Number | Percent; Number | Percent} Number | Percent 
лиана 662, 500 100 590, 000 89. 0 24, 300 3.7 48, 200 7.3 
ыы 845, 600 100 740, 200 87. 5 33, 900 4.0 71, 500 8. 5 
NN зыл N 913, 500 100 | 763, 200 83. 5 46, 400 5.1 103, 900 11.4 
ЖЕКЕ робе id 100 | 792,400 80. 1 34, 700 3.5 161, 700 16.4 
оли ира 1, 352, 200 100 (1, 150, 700 85. 1 42, 8.1 159, 200 11.8 
Жайы ылы мла ва | 1, 020, 100 100 | 892, 200 87.4 40, 400 4. 0 87, 500 8. 6 
Перо аи а 1, 500 100 | 939, 100 87.9 45, 900 4.3 83, 500 7.8 
елка 1, 300 100 | 932, 800 87.3 41, 500 3.9 94, 000 8.8 
— біргс 1, 201, 700 100 |1, 077, 300 89.7 34, 200 2.8 90, 200 7.5 
1955 (January-November).. .|1, 236, 700 100 |1, 124, 800 91.0 30, 200 2.4 81, 700 6.6 





диэн Federa] Housing Administration, Division of Research and Statistics, Operating Statistics 


TABLE 7.—FHA commitments issued for insurance of mortgages on new privately 
financed rental housing units, 1946-55 


Bection 207 





Section 213 management 


Amount Units Amount 
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Taste 7.—FHA commitments issued for insurance of mortgages on new privately 
jinanced rental housing units, 1946-55—Continued 


Section 220 Section 608 Section 803 Section 908 








Units} Amount | Units Amount Units | Amount Units | Amount 


6, 568 | $46, 235, 260 

.| 97,644 | 735, 373, 954 
УСО" Е... =. 

163, 848 |1, 227, 975,000 | 2,817 |$21, 930, 500 |....... и 

126, 762 | 940, 806, 449 | 21,152 |171, 249, 300 |________ E: Be catia 
6, 590 | 52, 876, 600 | 25, 666 1198, 789, 710 





























Ыыы 746 5, 831, 000 | 20, №3 |156, 867, 500 | 5,630 | $38, 241, 300 

мы 14, 176 |116, 518, 400 | 4, 338 | 3 651, 400 

ааа а алыса ҚА Мама ЛА анагы. им 3,101 | 24, 434, 500 76 | 606, 300 
- | 

ра сада sss oh: WE ТОКИО о 2,474 | 19, 702, 700 | e ais | јан 

Tell о 762 - 438, 500 |477, 764 |3, 598, 892, 641 | 89,549 = 492, 610 | 10, 044 | 73, 499, 000 


| 


— Federal Housing Administration, Division of Research and Statistics, Operating Statistie 
tion, 


While the number of units covered by FHA insurance commit- 
ments issued in any year cannot be precisely matched with the units 
started for such year (since some commitments lapse or expire and 
some units are not started during the same year in which the commit- 
ment is issued), it is apparent that there is a direct relationship be- 
tween the volume of FHA insurance commitments issued and the 
volume of starts during any given period. A rough but reliable 
measurement of the importance of FHA’s insurance commitments 
to the production of privately financed new multifamily rental housing 
is the fact that the number of units covered by such FHA insurance 
commitments during this 10-year period was about two-thirds of the 
number of units started during such period. 

However, these tables also show that in 1954, and particularly in 

1955, both the number of privately financed new multifamily rental 
units for which FHA insurance commitments were issued and the 
number of such units started have dropped sharply. In 1955 (Jan- 
uary-November) the FHA issued insurance commitments for a total 
of only 7,613 such units, which means that the number of privately 
financed new multifamily housing unit starts in 1956 will face a further 
drop. 
If this trend continues, any volume of new multifamily housing in 
the near future would have to be financed with conventional mortgage 
loans which are generally limited to about 65 percent of project value. 
This could have two significant effects: 

First, the volume of new multifamily rental housing construction 
would probably be small, because few, if any, builders would undertake 
any large-scale operations requiring a cash investment of 35 to 40 
percent of project cost. 

Second, the rents would probably be higher, because the maturity 


e conventional loans is much shorter than in the case of FHA insured 
oans, 


Зесттох 207: ЕНА’в Кесотлв Рвосвдм ог МовтсасЕ INSURANCE 
FOR MULTIFAMILY RENTAL HOUSING 


Over the gon, section 207 has been considered as the regular pro- 
am of FHA insurance of mortgage loans for multifamily rental 


ousing. It has been in effect since 1934, and has operated on the 
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basis of a maximum mortgage loan of 80 percent of project value. 
As indicated by table 8, the annual volume of section 207 has never 
been very high, averaging under 4,000 units per year, with an alltime 
high of 13,462 units in 1939. 


Taste 8.—Dwelling units covered by sec. 207 mortgages insured during the year and 
in force at the year end, 1935-55 


Dwelling units 





| 
| Dwelling units | 
| 























| 
Year Insured In force || Year | Insured | In force 
during atthe | | during | at the 
the year | yearend || | the year | year end 
| | 
738 738 || | rele 11, 052 
624 1,362 || Кы 10, 014 
3, 023 4, 106 | | 813 9, 019 
11, 930 16, 036 |! 2, 514 | 8, 650 
13, 462 28, 341 | 4, 800 13, 013 
3, 559 28, 904 || 6,043 18, 323 
8,741 29,914 |! 7,175 24,530 
1,547 30, 228 || 11, 442 34, 836 
185 28, 949 | 5, 019 | 38, 337 
2, 181 | 27,606 || ----------- 
891 23, 590 | БЕЛЕС ње 
694 15,397 || | | 
H | 





е Federal Housing Administration, Division of Research and Statistics, Operating Statistics 
tion. 


It thus is obvious that all rental housing including the regular 207 
program has declined sharply. Through discussions and correspond- 
ence with builders, mortgagees, and their associations and through the 
medium of-hearings, a number of reasons were found for the decline in 
rental housing volume. 

Miles L. Colean, housing economist, in his article, Impotency of 
FHA Policies on FHA Finance, which appeared in the June 1955 issue 
of Architectural Forum, attributes the following reasons for the decline 
in rental housing: 


It is not pertinent here to inquire into the propriety of providing a Government- 
backed insurance system for mortgages on rental housing. It is enough to say 
that the Government has considered the encouragement of rental construction 
desirable in the public interest and that it has set up a mortgage system to accom- 
plish that purpose. A grave danger arises when the failure of the system is 
interpreted, not as a consequence of the shortcomings of the system itself, but as 
the supposed results of a breakdown of free, private enterprise. 

The main point is a very simple one: The problem of equity investment in rental 
property is not one of getting the money in but of getting it out. If there is a 
good chance of getting the risk capital out within a period comparable to what is 
possible with other venture investments, there will ordinarily be little difficulty in 
getting as much of the precious stuff as is needed in the first instance; but, if there 
is not such chance, the venture money will be scarcer than violets in February. 

The facts remain: An investor who is content with a long-term, low-yielding 
investment does not care to assume the risks of construction and establishing a 
going concern. The investor who is willing to assume these risks must see the 
chance of a quick recovery of capital at a relatively high profit—a fact particu- 
larly pertinent at a time when many such opportunities are available in other 
areas. 
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URBAN RENEWAL 


The purposes of the urban renewal program are summarized in a 
message from the President to the Congress in 1954, as follows: 
First. Prevention of the spread of blight into good areas of the community 


through strict enforcement of housing and neighborhood standards and strict 
occupancy controls. 


Second. Rehabilitation of salvable areas, turning them into sound, healthy 
neighborhoods by replanning, removing congestion, providing parks and play- 


grounds, reorganizing streets and traffic, and by facilitating physical rehabilita- 
tion of deteriorated structures. 


Third, Clearance and redevelopment of nonsalvable slums. 


This is the broad approach to the problem, encompassed in the 
Housing Act of 1954, and evolved from earlier legislation, particu- 
larly title I of the Housing Act of 1949. 

The urban renewal program in the Housing Act of 1954 broadens 
the scope of projects which may be undertaken with loan and grant 
assistance under title I of the Housing Act of 1949 to encompass 
rehabilitation and conservation as well as slum clearance and rede- 
velopment and provides a number of supplementary aids to assist 
communities in the prevention and elimination of slums and blight. 

Of particular significance among the latter are the additional 
programs of mortgage insurance, administered by the Federal Housing 
Administration under the National Housing Act. А new section 220 
of the National Housing Act provides favorable mortgage-insurance 
terms for the rehabilitation and redevelopment of urban renewal 
areas, irrespective of whether projects in these areas are assisted under 
title I of the Housing Act of 1949, as amended. A new section 221 
of the National Housing Act was enacted to facilitate the provision 
of privately financed housing for families displaced in urban renewal 
projects or by other public action. 


URBAN RENEWAL PROJECTS 


The Urban Renewal Commissioner may make advances of funds 
for survey and planning in preparation of projects, loans to provide 
working capital for the actual undertaking of the projects, and capital 
grants to finance up to two-thirds of the net costs of the projects. 
Advances and loans which may be outstanding at any one time may 
aggregate $1 billion. The capital-grant authority (subject to certain 
limitations) is also $1 billion. Advance payments of Federal capital 
grants may be used to supplement Federal loans and local funds for 
working-capital purposes in the undertaking of the project. Under 
policies adopted by the Urban Renewal Administration these pay- 
ments of capital-grant funds may be made at different times when 
specific stages of progress have been achieved in the undertaking of 
a project. Final payment is not made until the project is completed, 
local contractual obligations fulfilled, and costs finally determined. 

The local one-third share of the net project cost may be provided 
in cash, in donations of land, or in the provision of certain types of 
improvements of facilities directly related to the projects. 
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Тһе 1954 act requires a plan, locally devised and — by the 
governing body of the locality for each urban renewal project. This 
plan must conform not only to a general plan for the improvement of 
the locality as & whole, but aiso to the community's workable pro- 

The urban renewal plan, in addition to indicating proposed 
and acquisition, demolition, and removal of structures, redevelop- 
ment, improvements, and contemplated rehabilitation, must also show 
any zoning and planning changes, land uses, maximum densities, build- 
ing requirements, and its relationship to local objectives. These objec- 
tives include such items as appropriate land uses, improved traffic, 
ublic transportation, public utilities, recreational and community 
acilities, and other public improvements. 

Prior to the execution of a loan and grant contract and the carrying 
out of the project the locality must have an approved workable pro- 
gram and a general plan for the entire community. 

There must also be a satisfactory plan for the relocation of displaced 
families in decent, safe, and sanitary dwellings within their means. 

Since 1949 progress in the undertaking of urban renewal projects 
has been as indicated in the attached table. Three hundred and 
twenty-two projects were in the planning or development stage as of 
November 30, 1955, most of them with Federal aid. Of these projects, 
108 were in development—that is, land acquisition, clearance, reloca- 
tion, and in some instances, disposition of land was underway. Al- 
though the chart indicates no projects have been completed as of 
November 1955, HHFA advises that one project has now been com- 
pleted and the privately operated apartments built by the local public 
agency as redeveloper are occupied. 

Fifty-five of the projects being planned or carried out on November 
30, 1955, were under the provisions of the 1954 act. Of these, 12 had 
been converted from old-law projects. While some of these projects 
are of the clearance type, a considerable number are expected to in- 
volve a substantial amount of rehabilitation and conservation. 

The 322 projects are expected to involve Federal capital grants 
aggregating $515,723,000, of which $182,596,000 is obligated under 
capital-grant contracts, and $56,255,000 had been disbursed as of 
November 30, 1955. The details appear in table 9. 
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TABLE 9.—Urban renewal program progress under title I, Housing Act of 1949, as 








amended 
Net change 
Cumulative 
Item T ? 
Nov. 30, 1955 | 1955 (first 11 ши 
months) 
Number of projects 
WE D И соло радара 394 4t 42 
Total projects terminated............................... 72 2 23 
Net approvals outstanding_..............-.-..---.-..- E | 42 19 
Projects approved for preliminary planning: | 
ТЕКЕ 2444 4644анай-шллылааилнь 356 45 37 
кени орел она 44 0 15 
Preliminary planning completed.......................... 202 29 33 
О о оно енн» 110 | 16 (11) 
Projects approves for final planning: | 
TEE орао фотоне 207 28 30 
НИН-а ас они рая 26 | 2 | ~ 
Final planning completed....... оа ДАТЬ 77 20 18 
G O Q O G A i. 2. Tu... 1 6 | + 
=< лээ 
Projects approved for execution: | 
ОНЕ ОСИ, нефов ионы 6ь 110 21 | 26 
AGO S i. LLL LL LIL u uy u. 2 | 0 | 0 
О. АБ qaya p.s ВЕНЕ 0 0 | 0 
S рони коренова 108 | 21 | 26 
| 
Financial assistance 
| 
Capital grants: Thousands | Thousands | Thousands 
ООО АОИ фоны а неона $515, 723 $135, 871 $21, 365 
WA O OU о о јео аи њи itis ado cd 182, 596 35, 998 41, 392 
Аас аанньа aai 56, 255 34, 985 12, 597 
Temporary project loans: 

ПИРОНИ — 181, 957 49, 883 28, 007 
мг эг... — —— — — — 25, 647 (12, 188) 15, 934 
тээ л... 2 L... u 2... 45, 971 28, 215 8, 899 
Non-Federal guaranteed loans outstanding................ | 34, 576 18, 746 4, 897 
Non-Féderal guaranteed loans repaid..................-.- | 20, 739 13, 819 6, 920 

Planning advances: | 
Харт х са боља lemme eet 20, 023 5, 588 2, 951 
Advances outstanding.... | 7,682 1, 358 (49) 
Advances repaid 4, 233 594 1,247 





Source: Housing and Home Finance Agency, Urban Renewal Administration. 


Of all the Federal housing programs in operation at the present 
time, urban renewal is potentially the most dynamic. It has stimu- 
lated wide public discussion and hope. It has also brought forth 
possibly more critical comment than any other program. "The sub- 


committee has attempted to evaluate the more constructive sugges- 
tions and criticisms, and to present a summary of them in this report. 
This summary is intended merely as an account of current urban 
renewal problems that are likely to confront the subcommittee during 


the legislative year. It is not intended as an expression of the 
subcommittee’s views. 
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Need for further planning advances 

Under existing legislation not more than 10 percent of the capital- 
grant funds may be allocated to any one State, except for $70 million 
which may be allocated without regard to this 10-percent limitation 
in States where more than two-thirds of the maximum 10-percent 
allotment has already been obligated. Some cities already have, or 
in the near future will have, under development or in various stages 
of planning slum clearance and urban renewal projects which would 
use up all of the Federal capital grants which they would be able to 
obtain under the present $1 billion grant authorization. 

The act also provides that Federal planning advances—the funds 
to be used to plan and prepare slum clearance and urban renewal 
projects to be financed with Federal capital grants and local grants-in- 
aid—cannot be made available for any projects in excess of those which 
can be financed out of the current capital-grant authorization. Con- 
sequently, such cities have no means of financing either the planning 
or development of additional projects required for the development of 
a long-term program. 

Flexibility in intergovernmental relations 

Title I of the Housing Act of 1949 provided a large degree of 
flexibility to cities and local public agencies undertaking urban renewal 
projects so as to permit them to exercise initiative and ingenuity in 
devising new or different means for accomplishing their objectives. 
The subcommittee has received complaints that the Urban Renewal 
Administration tends to impose rigid requirements which discourage 
the exercise of this initiative and ingenuity on the part of cities and 
local public agencies. 

For example, the general procedures developed by the Urban 
Renewal Administration contemplate that the city or the local public 
agency will handle demolition of buildings on project sites and reloca- 
tion of tenants living in such buildings. In New York, however, the 
slum clearance committee requires that such activities be performed 
by project sponsors under the supervision and control of the city 
bureau of real estate. 

Urban Renewal Administration complains that this system creates 
delays in the execution of an urban renewal project. Commis- 
sioner Moses has indicated that such delays and differences as 
have developed have resulted largely from the fact that FHA in- 
surance of mortgage loans еа to permit demolition, clearance, 
and redevelopment to proceed on schedule has not been made avail- 
able. It is contended that when the expected FHA insurance does 
become available so as to permit such operations to proceed on 
schedule, the local procedures may prove to be as efficient as those 
developed by the Urban Renewal Administration. 

Administrative restriction of eligible local grants-in-aid 

One of the seriously limiting factors on widespread community 
participation in slum clearance and urban renewal programs under 
title I of the Housing Act of 1949, as amended, is the difficulty experi- 
enced by many cities in meeting the requirement for local grants-in-aid 
equivalent to at least one-third of the net project cost of such under- 
takings. These difficulties reflect, of course, the strained financial 
status of most municipal treasuries in view of the greatly expanded 
costs of municipal services. 
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Congress has consistently taken the position that municipal par- 
ticipation may be partly or wholly in the form of the cost of new public 
facilities serving the new uses in redevelopment or renewal project 
areas. Under existing law, as amended by the Housing Act of 1954, 
where an urban renewal or redevelopment area receives more than 
80 percent of the total benefits derived from a public facility, the entire 
cost may be counted as a local grant-in-aid to the project; where 
areas outside the urban renewal area will receive 20 percent or more 
of the total benefits, the Administrator may provide, in computing 
the local grant-in-aid, for an appropriate apportionment of cost. 

A new regulation of the Urban Renewal Administration appears to 
restrict the eligibility of such facilities as local grants-in-aid far beyond 
the intent of Congress. Under this regulation, no credit whatsoever 
could be secured by a community for a supporting facility if it “is 
of a character which serves an entire community, or a substantial 
»ortion thereof, instead of being a neighborhood facility.” This regu- 
сан appears to mean, for example, that no part of the cost of an 
expressway, or bridge or public park could be credited as a local grant- 
in-aid to a project if it served a substantial portion of a community 
even though the facility had been planned in conjunction with the 
project and was demonstrably of direct benefit to the project, as 
required by the statute. 


Urban renewal housing mortgage insurance, section 220 


Section 220 of title II, added to the National Housing Act by the 
Housing Act of 1954, authorizes FHA mortgage insurance to assist 
in financing the rehabilitation of existing housing and the construc- 
tion of new housing in slum-clearance and urban-renewal areas where 
Federal aid to slum clearance or urban renewal is being extended 
under title I of the Housing Act of 1949, or where the community 
has an approved workable program for the prevention and elimina- 
tion of slums and blight. 

In 1954, the Congress enacted section 220 to make FHA mortgage 
loans for such projects available to redevelopers on a basis of 90 
percent of appraised value. It was designed specifically to make 
needed private financing of redevelopment projects readily obtain- 
able. The Senate Committee on Banking and Currency, in réporting 
the Housing Act of 1954, said: 

It should quicken our attack upon our slums in the cities and towns of our 
Nation, and for the first time provide an organized and intelligent method of 


preventing the spread of blight and slums. 

It did not prove effective. As a result, the Congress last year took 
the initiative in an effort to make section 220 fully operative and 
changed the basis of insurance from 90 percent of value to 90 percent 
of costs. In reporting the Housing Act of 1955, the committee said: 


Under this concept, the committee hopes that tbe program can begin to serve 
the purpose for which it was created. 


Up to the end of November 1955, however, only 762 units in 1 
project had been insured, and the progress of the FHA in developing 
workable requirements and procedures was slow. There are a number 


of areas where FHA requirements have been regarded by builders as 
unworkable. 
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Allowance for builder’s profit 

FHA has generally taken the position that the allowance for build- 
er's profit should not exceed 5 percent of construction costs; that is, 
the cost of land improvements, such as utilities and landscape work 
(but not including the cost of land), and actual building construction 
costs. Such a limitation, sponsors contend, operates to restrict pri- 
vate enterprise participation in FHA-insured multifamily rental 
housing programs. 

In line with customary business practice in the rental housing field, 
the main potential for activity is among sponsoring organizations 
which will do their own building and invest their builder's profit to 
create part of the required equity for the project. In enacting section 
227 of the National Housing Act, Congress authorized the inclusion of 
**& reasonable allowance for builder's profit" in determining the actual 
cost of a project for the purpose of setting the maximum mortgage. 
The Senate Committee on Banking and Currency stated in its report: 

As a guide to the Commissioner in setting this allowance, your committee wishes 
to express the view that this amount should not exceed 10 percent of the other costs 
of the job. 

Builders now question whether the FHA should now take the posi- 
tion that on large projects the allowance for builder’s profit sho uld not 
exceed 5 percent of construction costs only, exclusive of the cost of 
land, architect’s fees, and project overhead, especially in view of the 
above-cited legislative history. 

For purposes of illustration, the following analysis shows that a 
limitation on builder’s profit of 5 percent of construction cost requires 
that over two-thirds of the equity and working capital must be pro- 
vided in cash. On the other hand, if tbe allowance for builder’s 
profit were established at 10 percent of all other costs the cash require- 
ments would be reduced to 23 percent of the required equity and 


working capital. 





With builder’s profit at— 





5-percent 10 percent 
construction | of all other 


costs costs 
1. Construction cost (exclusive of builder’s profit) . ............-..----.-..-. $7, 500, 000 87, 500, 000 
2. Architect's fees, landscaping and off-site utilities, interest and taxes during 

construction, project over Ұшы... 1,126, 000 1,125, 000 

— 750, 000 750, 
4. н ааыа кы! анун charqa ринит 150, 000 150, 000 
& ——— mnn homm 1 375, 000 2 962, 500 
ТОСОР ое сеооа эЧ ЫЫ НЫННАН НЕЕ 10, 000, 000 10, 587, 500 
Ч: ЗУраганг лаэглЭЭ таргчалд38.................. u... u. U... мэтэ S... 9, 000, 000 9, 528, 700 
8, ЖЖЖЫТ,><54%<-»---->----><--------------------->-”--"---------%--------, 1, 000, 000 1, 058, 800 
ö — ꝰ 
о 5 3 цо 180, 000 190, 600 
ЖОНДУ. ————————— 1, 000, 000 1, 058, 800 
Total mi npn ничьей 1, 180, 000 1, 249, 400 
Less capi Eq QIMUS NN... ее enr n hne Re rn 375, 000 962, 500 
ооо коло дарить 805, 000 286, 900 





15 t of item 1. 
3 10 percent of items 1, 2, 3, and 4. 
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SPECIAL INCENTIVE MOoRTGAGE AND LOAN INSURANCE, Trrrg VI 


Title VI authorized mortgage-insurance programs to provide pri- 
vately financed war housing during World War II; to meet the post- 
war veterans emergency housing shortage, and to provide the follow- 
ing special incentive Кором: (a) insurance of loans for the manu- 
facture of housing industrial processes and short-term notes 
incident to the sale of such housing; (b) insurance of mortgages ex- 
ecuted in connection with the sale by the Government of certain 
federally owned housing; and (c) insurance of short-term loans to 
finance the construction, by modern site-fgbrication methods, of 

ups of 25 or more single-family dwellings, as well as for insured 
ong-term financing of properties constructed under this section. 
Insurance authority under title VI has terminated. Authority to 
insure mortgages to finance the sale of Government-owned housing 
has been transferred to title II of the National Housing Act by the 
terms of the Housing Act of 1954. 

By far the best known and most widely used program under title 
VI was section 608 to provide privately financed housing during and 
after World War II. 

Table 7 (see p. 17) shows that the section 608 program was the 
largest single program of privately financed rental housing during the 
entire postwar decade. Section 608 produced nearly half of the 
1 million new rental units constructed since World War II. It has 


also accounted for about 72 percent of the FH A's rental housing effort 
(477,764 out of 660,921). 


PRESENT STATUS 


Through September 30, 1955, FHA had acquired through default, 
391 section 608 projects covering 24,524 units and $173,756,532 
in original mortgage amounts. Out of this number, 103 projects 
(5,678 units) were sold at a net loss of $6,930,293. At September 30, 
1955, FHA had the following reserves: 





Reserved for loss in the disposition of sec. 608 projects on hand___ $56, 467, 887 
Balance of war housing insurance fund available for expenses and to 

cover any future losses, including sec. 608_.___.......-...-.--- 114, 024, 396 

Reserves available for sec. 608 losses_............-.--.--- 170, 492, 283 


The ratio of reserves available to the total contingent liability 
increases substantially from year to year as the reserves increase and 


the insured mortgages are being paid off. This fact is brought out 
by the following comparisons: 


DEMNM MM Mq MU IM. а аин н нонаоннй $3, 440, 018, 172 
Loans outstanding as of Sept. 30, 1955_...............--..-- 2, 861, 919, 027 
ОНОМЕ оаа ма а а ааа 578, 099, 145 
Reserves available for sec. 608 losses as of Sept. 30, 1955______ 170, 492, 283 
Reserves available for sec. 608 losses as of May 31, 1954... 105, 200, 000 
БИКЕ iia miei uu mice are ea. Sonia uU M mar dp must ia 65, 292, 283 


The annual occupancy-vacancy survey made by FHA for projects 
with FHA-insured хөх ирэн outstanding as of March 31, 1955, shows 


the following comparison between vacancies in sections 207 and 608 
projects. 
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——————————————————————————————————————— 
————————————————À 


LEGISLATIVE HISTORY 


Title VI was first approved by the 77th Congress on March 28, 1941. 
Section 608, which was added to title VI by Public Law 559, was 
approved May 26, 1942. Section 608 is better understood if viewed 
from the perspective of its relationship to sections 207 and 603. 

Section 207, which forms the background of rental housing legisla- 
tion, was approved on February 3, 1938, Public Law 424, 75th Con- 
gress. The standards adopted for insuring loans under this section 
were strict, limiting the insurance to a maximum of 80 percent of the 
Administrator’s estimate of value, coupled with the further restriction 
that no mortgage should be accepted for insurance under this section 
until the Administrator (now Commissioner) finds that the property 
is “economically sound.”’ 

Although section 603 provided for insurance covering 1- to 4-family 
houses for sale and rental to war workers, its inadequacy in dealing 
with the housing emergency in 1941 was very quickly realized. This 
fact, together with the unattractiveness of section 207 to builders, 
was largely responsible for the passage of section 608 in May 1942. 

Under section 608 as originally enacted, the Administrator was 
authorized to insure mortgages for the construction of properties 
“designed for rent and residential use by war workers." In order to 
be eligible for mortgage insurance, the property or project involved 
was required to be ‘‘an acceptable risk in view of the national emer- 
gency." The maximum insurable amount was $5 million on each 
project. The insurance was not to exceed 90 percent of FHA's 
estimate of the reasonable replacement cost and not to exceed $1,350 
per room for such part of the project as might be attributable to 
dwelling use. Although the section contained some further restric- 
tions, it is obvious that its terms were much more generous to the 
investor than section 207. 

This was true in three main particulars. Section 207 had a require- 
ment of economic soundness, 608 did not. Section 207 was based 
on an 80-percent estimate of the value of the property, 608 carried a 
90-percent valuation provision. The valuation under section 608 
was based on “reasonable replacement cost,” instead of “value” as 
under section 207. 

Among the most important changes in 608 from its enactment in 
1942 were the following: 

1. On May 22, 1946, the act was amended (60 Stat. 207), 
raising the dollar limitation from $1,350 to $1,500 per room, with 
authority in the Commissioner to increase it to $1,800 ‘‘where 
in his judgment cost levels so require." 

2. In de Mas 22, 1946, amendment, the words “reasonable 
replacement cost” were stricken and the words “necessary current 
cost" were inserted in lieu thereof. Also this amendment pro- 
vided for preference or priority in occupancy to veterans of 

World War Il instead of “war workers.” 
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3. In an amendment approved December 27, 1947, the Com- 
missioner was admonished to ‘‘use every feasible means to assure 
that such estimates (necessary current costs) will approximate as 
closely as possible the actual costs of efficient building operations.” 

4. On August 10, 1948, the act was amended (62 Stat. 1268), to 
change the dollar limitation to $8,100 per family unit, and also 
to provide that the FHA estimate of replacement cost would be 
made on the basis of the costs prevailing on December 31, 1947, 
for properties or projects of comparable quality in the locality 
where the property or project was to be located. Section 608 
expired on March 1, 1950. р 

In 1954, pursuant to Senate Resolution 229, the Senate Committee 
on Banking and Curreney conducted investigations and hearings into 
various phases of the section 608 program w hich culminated in Senate 
Report 1, dated January 6, 1955. 

Che investigation revealed a number of critical areas in the section 
608 program ‘involving mainly the mortgaging-out practice. FHA, 
the Department of Justice, and the Commissioner of Internal Revenue 
were fully apprised of these developments, and the Department of 
Justice and United States district attorneys were urged to continue 
and if possible increase, the vigor of their prosecutions. 

Pursuant to Senate Resolution 57, which became effective on March 
18, 1955, and in aecordance with the terms of Senate Report 42, this 
subcommittee has given close attention to this phase of the Section 


608 problem that involves the use of administrative and judicial 
remedies. 


SECTION 608 CASES IN COURT 


Up to this time, the Administration has used at least three methods 
in attempting to recover so-called windfall profits. 

The first method involved taxes. In the Gross-Morton case, the 
Government attempted to have these windfall profits treated as ordi- 
nary income so as to come within the higher tax brackets. However, 
the court held otherwise and the sponsors were permitted to treat 
their profits as long-term capital gains. This decision has been 
appealed by the Government. 

[he second method currently used by FHA is to force return of 
these section 608 profits through settlements. Itisunderstood that all 
new applications for FHA insurance are now being carefully screened. 
If it is found that the applicants have previously received 608 wind- 
falls, FHA will refuse to process the new application until a settle- 
ment satisfactory to FHA has been reached regarding the disposition 
of windfalls. 

The third method in use by FHA is demonstrated by its six pending 
court cases. Three other cases were dismissed for failure to prove m 
existence of a windfall. In most of these pending cases, FHA i 


attempting to obtain control of the corporations by virtue of its бан 


ferred stockholdings, based upon charges of corporate charter viola- 
tions. 


In these cases, one or more of the following charter violations 
have been alleged: 


Loans improperly made 
2. Dividends improperly paid 
3. Improper redemption of stock 


72017--56----3 
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4. Failure to execute cost questionnaires sent to the corporation 


b 
5. — to allow inspeetion oí books and records by FHA 
6. Failure to keep books and records according to the terms of 
the charter 
7. Failure to call meetings of the preferred-stock holders as 
required by the charter 
Although FHA has had some preliminary success in a few of these 
cases to the extent of obtaining temporary control of the corporation, 
there have been no court cases in which FHA has succeeded in 
obtaining any money recoveries. In view of the likelihood of appeals 
to the United States Supreme Court, the final decisions in these cases 
may not be available for another year or two. 
The six pending court cases are as follows: 


Project 

1. Мпуооад Park..... БИ Tried in United States Distriet Court for New 
Jersey and now on appeal in the Third Circuit 
Court of Appeals. 

2. Beverly Manor. .......... Pending in United States District Court for the 
Eastern District of Virginia. 

3. Shirley-Duke Apartments. . Do. 

4. Clifton Park Manor....... Pending in United States District Court for 
Delaware. 

5. Farragut Gardens. .... -.-- Pending in United States District Court for the 
Eastern District of New York. 

6. Bonhaven Apartments..... Pending in United States District Court for the 


Eastern District of Virginia. 


In the Linwood Park case, FHA's position was upheld in the lower 
court and it is now awaiting a decision in the Circuit Court of Appeals. 
The Beverly Manor and Shirley-Duke cases were tried together but 
no decision ы been reached. Argument has been made in the Clifton 
Park Manor case but no decision has been reached. The Farragut 
Gardens case is now on trial. Decisions in all of these cases are ex- 
pected in the near future. The above cases 1 to 5 involved injunctive 
LO and resulted from the FH A's attempt as a preferred stock- 

older to gain control of the project corporations because of alleged 
charter violations. 

The Bonhaven case involves a stockholder's derivative suit brought 
by FHA against the former owners and directors of this project for 
recovery а distributions. This case differs from the 
other pending cases as there is no attempt by FHA to take over con- 
trol of the corporation because the recipients of the alleged unauthor- 
ized distributions no longer have any interest in the ownership or con- 
trol of the corporation. Suit in the Bonhaven Apartments case was 
filed on November 28, 1955, and will probably not be tried on its 
merits for some time. 

It is FHA’s position that the final decision in these pending cases 
will provide excellent tests regarding the validity of its legal iore 
on windfall recoveries. 

There have been no indictments against recipients of 608 windfalls 
either for receiving these windfalls or for making false statements in 
their application papers. There have been 3 recent indictments, how- 
ever, involving 608 cases. The first was against the officers of Utica 
Hill Crest Manor Corp. of Auburn, N. Y.; the second was against the 
officers of Mayfair Apartments, Inc., of Atlantic City, N. J.; and the 
third was against the president of Churchill Manor, Inc., and Dara 
Gardens, Inc., both located in Queens County, N. Y. 
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These indictments were brought under section 1010 of title 18, 
United States Code, which covers the making of false statements to 
the Government. The alleged false statements had to do with cer- 
tificates of outstanding obligations which were filed with FHA by the 
sponsors of these projects at the time of closing. These certificates 
related solely to outstanding liens and other financial obligations of 
the sponsoring corporations incurred in the course of construction and 
financing of the property and projects involved. 


SETTLEMENT CASES 


FHA has participated in discussions looking toward settlement in 
approximately 50 section 608 cases. According to the latest figures 
available, FHA has recovered $1,328,823 in 12 of these cases. 

By letter to the subcommittee dated December 8, 1955, A. M. 
Prothro, Acting General Counsel of FHA, had the following 


to say 
with reference to the status of these settlement cases: 


* * * We feel that the cases now before the courts will establish sound legal 
precedent for recovery of windfall profits. 

Accordingly, while awaiting the decisions of the courts, we have not pressed our 
settlement program as actively as heretofore since there has been some under- 
standable reluctance both on the part of the sponsors and this Administration to 
negotiate final settlements before any legal precedents have been established * * *, 


UNDERWRITING AND INDEMNITY REQUIREMENTS 


The subcommittee progress report of July 30 reviewed the under- 
writing of a 207 rental project in Springfield, Mass., known as the 
Gateway project. At the time of the original study, this project was 
in default, and the sponsor had indicated a willingness to deed the 
property to FHA in lieu of foreclosure. 


The following letter from FHA Commissioner Mason to the chair- 
man of the Housing Subcommittee describes the administrative action 
taken by FHA as a result of the subcommittee report. 


FEbERAL HoUSING ADMINISTRATION, 
Washington 25, D. C., November 21, 1955. 
Hon. JoHN J. SPARKMAN, 
United States Senate, Washington, D. C. 


DEAR SENATOR SPARKMAN: I shared the concern of your subcommittee on 
housing with respect to the Gateway Apartments, Springfield, Mass., and there- 
fore I want to give you a current report on this matter, which was referred to in 
progress report No. 1281. 

You will be interested to know that the Federal Housing Administration has 
refused to accept title to the project based on a deed in lieu of foreclosure. This 
action was taken to preserve any cause for action for a deficiency recovery that 
could possibly be pursued against Mr. Charles P. Martyn personally. The FHA 
has also instructed field offices in Florida, where we understand Mr. Martyn has 
transferred his activities, not to do business with him until our investigation has 
been completed. According to the latest report I have received, Mr. Martyn 
has dropped"his building activities and become a real-estate subdivision promoter. 

Now with respect to the corrective measures that have been taken in the Boston 
insuring office, I would like to point out the following: 


(a) The new Director of the Boston office has had his attention called to 
the underwriting deficiencies which caused these results and he has been 
cautioned to consider multifamily rental projects only on the basis of valid, 
dependable, current data with respect to competitive factors so as to, in an 


unhurried fashion, arrive at supportable conclusions. 
(b) The Director of the Boston office has made a complete investigation 
of the processing involved and the reasons for the failure of the project. 
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His conclusions are that the processing was given considerable thought and 
that the —“ initial difficulty was due to the failure of the sponsor to 
maintain his interest, because of his Florida activities, at the time construc- 
tion was being completed and the project was ready for initial occupancy. 
The single-family housing construction program in the locality greatly 
increased the competition and changed the market demand so that only the 
two-bedroom units are competitive. He feels that a slight reduction in 
rentals for the efficiency and the one-bedroom units will meet the market, 
may help to cure the vacancy problem and may make the project a successful 
one. 

(c) A more restrictive attitude toward the use of personal indemnity 
agreements has been adopted. 

(d) The special use of experienced personnel to assist offices handicapped 
by reason of personnel limitations in the processing of applications presented 
to it is being developed. 


In addition, we have asked the Director of the Compliance Division of the 
Office of the Administrator to make an independent investigation. 
I appreciate the opportunity of giving you a report on this matter which we 
will continue to study. 
Sincerely yours, 
Norman P. Mason, Commissioner. 





MILITARY HOUSING 


Wuerry Act Hovusine 
GENERAL 


Title VIII, popularly known as the Wherry amendment, was 
added to the National Housing Act by Public Law 211, 81st Congress, 
approved August 8, 1949. This amendment provided for privately 
financed housing to be available to the military on or at military bases. 
To date, in excess of 82,000 units of rental housing have been pro- 
vided under this program. 

Until the enactment of the Housing Amendments of 1955, Public 

Law 345, 84th Congress, the statutory authority and policies and 
procedures applicable thereto followed, in general, the usual FHA pro- 
cedure whereunder a sponsor, selected by the military and certified 
to the FHA, obtained an insured mortgage loan through the FHA. 
The sponsor owns and operates the project during the lifetime of the 
lease executed between the sponsor and the military. The military 
does not acquire actual ownership of the project until termination of 
the lease. 
The mortgage limitation under Public Law 211 was set at $8,100 per 
unit, not to exceed 90 percent of the amount which the FHA esti- 
mated would be the replacement cost of the property when the pro- 
posed improvements were completed. Provision was made for an 
increase in the mortgage limitation to $9,000, if the military certified 
that their needs would be better served by single-family detached 
dwelling units or when high cost areas dictated the need for a $9,000 
per unit mortgage limitation. 

The Housing Amendments of 1953, Public Law 94, 83d Congress, 
provided in substance that the mortgage on a Wherry amendment 
housing project could not exceed the actual cost of the project. The 
Housing Act of 1954, Public Law 560, 83d Congress, amended title 
VIII to provide that the mortgage should not exceed 90 percent of the 
actual cost of the project. 


SCOPE OF THE PROGRAM 


From the date of enactment of Public Law 211 to September 30 
1955, 265 projects aggregating 82,637 units had been completed or 
were in the process of construction. As indicated by the following 
summation, the average FHA insured mortgage per unit amounted to 
$8,042; 1 project comprising 55 units had been acquired by the FHA; 
and mortgage notes had been assigned to the FHA on 3 projects 
aggregating 1,043 units. A total of $22,877,892 has been paid on the 
mortgage liability. 


81 
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| Projects | Number of „УНА 
insured units JS 









Constructed or in process of construction to Sept. 30, 1955 (average | 


















ЦРНИ а авина гад 265 82, 637 $664, 578, 774 
Ргојес« асаштед а 4398,795._..__.._____.._-._.-_---------------! 1 | 55 408, 100 
Mortgage nobs euiposd.. ..... ,ши-- 4 «--агк-й 544144 3 | 1, 043 8, 774, 703 

Total d 4 | 1, 098 | 9,182,803 
AMOR NN. нанио икада ауы» Каљина њи 22, 877, 892 







Insurance tn (огов Вере. 20, 1966... ааа | 






The largest number of projects constructed under title VIII were 
completed prior to December 31, 1954. Since that date, there have 
been 29 projects completed and at September 30, 1955, there were 7 
projects under construction. The following schedule shows the annual 
rate of completion from 1950 to September 30, 1955: 
























Number of | Number of 





projects | units 

еде an | 3 | 1,148 
Прес оф рака пне а š 45 | 12, 412 
1952... еее ооа р 11.43 64 | 21, 790 
ar a le dd n ea о оса 67 | 22, 218 
1954... О падне ^ ЕСЫ 244 =, : 50 | 14, 710 
О Виан Ки — 29 | 7, 832 

о a. ааа due nit eim m a И 258 | 80, 110 
Клодет ои Зоре. 80. : оси ли = је је пи пијан | 7 | 2, 527 

ПАШ оо аф нь а наивна ле ај 265 2, 637 


| 


OCCUPANCY STATUS 


On August 31, 1955, 7 projects had an indicated occupancy of less 
than 95 percent. On October 31, 1955, there were 16 projects with 
an occupancy of less than 95 percent. Table 10 details these projects 
and shows the number of units occupied and related percent of 
occupancy. 

Table 10 includes the Atomic Energy housing project at Richland, 
Wash., which is 1 of the 3 projects where the mortgage notes have 
been assigned to FHA. The table does not include, however, the Red 
River Arsenal project at Bowie, Tex., which has been acquired by 
FHA, and at November 1, 1955, had an occupancy rate of 23.8 per- 
cent. The Crane Navy ammunition project on which foreclosure pro- 
cedures were instituted on December 2, 1955, has 200 units, and at 
November 1, 1955, had an occupancy rate of 20 percent. 
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Tasie 10.—Wherry housing projects with less than 95 percent occupancy 


АТ АГС. 31, 1955 


| 
Name of project | Number | 





Units Units Pereent 
| of units vacant | occupied | occupied 
Richland A EC, Richland, Wash....... 500 | 200 300 | 60. 0 
Fort Sill, Lawton, Okla.......... 500 | 94 | 406 | 81.2 
Hill! AFB, Ogden, Utah 350 | 39 | 311 88. 8 
Chincoteague NOTS, C hincoteague, ‘Va 306 | 30 | 276 90. 1 
Olathe NAS, Olathe, Kans........ ; 196 18 | 178 | 90.8 
Green Cove Springs NS, Green Cove Springs, | Fla... 392 | 21 | 371 | 94. 6 
Newport NAV Base, Newport, Па 156 | 8 | 148 | 94. 8 
айды — дивни вади — Х а > —— 
АТ ОСТ, 31, 1955 
| | 

Richland AEC, Richland, Wash 500 | 174 | 326 | 65.2 
Fort Sill, Lawton, Okla 500 | 60 440 | 88. 0 
Hill AFB, Ogden, Utah 350 | 89 261 74. 5 
Chincoteague NOTS, Chincoteague, Va 306 22 284 | 92.8 
Olathe NAS, Olathe, Kans 196 10 186 | 94.8 
Deseret Chemical Depot, Tooele, Utah 25 24 1 4.0 
Monogram NC8, Newport News, Va 20 11 9 45.0 
Northwest NCS, Norfolk County, Va 26 11 15 57.7 
Tobyhanna Signal Depot, Tobyhanna, Pa 200 | 93 107 53. 5 
Oceana NAS, Princess Anne County, Va 4 554 | 108 | 446 | 80. 5 
Blue Grass Ordnance Depot, Richmond, Ky..... 65 | 12 | 53 | 81. 5 
Naval Powder Factory, Indian Head, Md 379 | 71 308 | 81.5 
Letterkenny Ordnance Depot, Chambersburg, Pa.... 4х 8 40 83.3 
McDill AFB, Tampa, Fla 800 | 115 | 685 | 85. 6 
Whidbey Island N A8, Whidbey Island, Wash 300 | 28 | 272 | 90. 6 

Fort Riley, Junction City, Kans. 400 | 35 | 365 91 


| 


DEFAULT STATUS 


At December 31, 1955, the following six projects were in default 
on mortgage payments. 





Number 

of units 

Green Cove Springs Naval Station, Clay County, Fla. ................- 392 
Patuxent River NAS-NATC, St. Marys County, Md.................. 1, 000 
Tobyhanna Signal Depot, Tobyhanna, Pa............................ 200 
Hill Air Force Base, Ogde u D ОШ — eda hae d dde 350 
Blue Grass Ordnance De pot, Richmond, Ку. Қыл Ды КЕТЕ ПЕНЕН ЫИ 65 
Мауа-Ғотаек-Ғасіюгуү, Шшї Нела, ма са 379 
аа 2, 386 


The FHA and the sponsors are in the process of working out modifi- 
cation agreements as to principal payments on the mortgages for all 
these projects except the Hill Air Force Base at Ogden, "Utah. The 


mortgage on this project is held by FNMA and is in process of being 
assigned to the FHA. 


FORECLOSURE STATUS 


Foreclosure proceedings have been instituted with respect to the 
following five projects: 
Number 


of units 
Forest: Mine ARs ТАЛСА ЖО. о ances ces l. l. nee ceased 500 


Stockton Annex NSC, San Joaquin County, Calif..............-...---- 43 
Bower Day AEC, Richland, Wash 


Аир и 500 
Deseret Chemical Depot, Toole, Utah........................-...-. 58 25 
Crane Navy Ammunition Depot, Martin County, 114.......----------- 200 





- 
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The FHA holds, by assignment, the mortgage on the AEC project 
at Paducah, Ky., and the sponsors have айн. FHA a deed in lieu of 
foreclosure. The FHA also holds the mortgage on the Stockton 
Annex NSC project. A receiver in foreclosure has been appointed in 
this case. As previously stated, the FHA also holds, by assignment, 
the mortgage on the Bower Day AEC project at Richland, Wash. 


COMMITMENTS OUTSTANDING 


At September 30, 1955, there were commitments outstanding for 
9 projects under title VIII of the Housing Act of 1954, aggregating 
2,254 units with total mortgage commitments of $18,356,600. On 
October 19, 1955, a commitment was issued for 420 units at Ramey 
Air Force Base, Aguadilla, P. R. Details of the commitments out- 
standing at December 23, 1955, are shown in the following schedule: 


| 
Amount of 
mortgage 
commitment 


| Number of 
| units 





Fort Huachuea, Cochise County, Ariz__-. i 5 : 500 | $3, 806, 600 
Edwards AFB, Kern County, Calif ; ý 100 | 990, 000 
Inyokern NOTS, Kern County, Calif... 300 | 1, 909, 400 
Mountain Home AFB, Elmore County, Idaho | 500 4, 333, 500 
Glenview NAS, Cook County, Il. inl 264 | 2,054, 800 
Fort Sheridan, Cook County, Ill... 100 868, 500 
New Orleans N$, Orleans Parish, La... 90 729, 000 
Presque Isle, Aroostook, Maine à 200 1, 980, 000 
Holloman AFB, Otero County, М. Мех... ы 200 1, 684, 800 
Ramey AFB, Aguadilla, P. R................... i 420 3, 570, 000 

WU i pu d RA анаан ый Ср р ДО Е 2,674 | 21, 926, 600 


ARMED Services Hovusinea 
GENERAL 


Title IV of the Housing Amendments of 1955, approved August 11, 
1955 (Public Law 345, 84th Cong.), entitled “Armed Services Housing 
Mortgage Insurance" authorizes the acquisition of family housing by 
the military departments. The statute contemplates that housing 
projects be constructed on or near Government-owned property pur- 
suant to competitive bidding by private contractors financed by the 
proceeds of mortgages representing 100 percent of construction cost 
insured by FHA under revised title VIII of the National Housing Act. 
The statute also contemplates that upon completion of a project, a 
military department will undertake the maintenance and operation of 
such housing and the amortization of the mortgage indebtedness by 
the use of annual appropriations which would otherwise be used for 
quarters allowances. 

Such contracts shall provide that each housing unit shall be placed 
under the control of the Secretary of Defense as soon as available for 
occupancy and that the capital stock of the builder-mortgagor be 
transferred to the Secretary of Defense when the project is completed. 
After taking over the capital stock of the builder-mortgagor, the 
Secretary of Defense will assume the necessary payments on the 
mortgage. 
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The armed services housing mortgage insurance fund is authorized 
by the act and maintained by FHA as a reserve for the payment of 
claims. In case of default on the mortgage the FHA is authorized 
to issue to the mortgagee (the lending agency) debentures (bonds) 
having a face value equal to the value of the mortgage. These 
debentures, when due (not over 20 years from date of issue), shall 
be paid out of the armed services housing mortgage insurance fund 
which shall be primarily liable therefor and they will be guaranteed 
by the United States. If the armed services housing mortgage insur- 
ance fund fails to pay on demand when due, the Secretary of the 
Treasury shall make the payments. 

The Secretary of Defense is authorized to maintain and operate 
any housing acquired under this title of the act and assign quarters 
therein to military and civilian personnel and their dependents. 
Appropriations for quarters allowance or appropriate allotments and 
rental charges to civilian personnel may be utilized by the military 
department for the payment of principal and interest and other 
obligations, but not maintenance and operation. 

Payments on the mortgage shall not exceed an average of $90 per 
month per unit and total payments for all housing shall not exceed 
$9 million per month. 

The mortgage shall provide for complete amortization by periodic 
payments within 25 years. Interest shall not exceed 4 percent but 
there will be a charge for insuring the loan of not less than one-half of 
| percent nor more than 1% percent. The charge of one-half of 1 
percent to 1% percent is deposited to the credit of the armed services 
housing mortgage insurance fund and is used in case of default to pay 
off the debentures. 

The FNMA is authorized to make commitments to purchase, 
service, and sell any mortgage which is insured under title VIII of this 
act, as amended by the Housing Amendments of 1955, provided that 
the total amount of purchases and commitments shall not exceed 
$200 million outstanding at any one time. 

Cost certification will not be required with respect to mortgages 
insured under the provisions of this title as amended by the Housing 
Amendments of 1955. However, Public Law 216, 84th C ongress, 
amended the Renegotiation Act of 1951, to provide for renegotiation 
of any contract awarded for the construction of housing financed with 
a mortgage or mortgages insured under the provisions of title VIII 

of the National Housing Act as now or hereafter amended. This law 
was approved August 3, 1955. 


FHA CONTEMPLATED PROCEDURES 


In order to accomplish the purposes of the statute, FHA has out- 
lined contemplated procedures to be followed. These procedures are 
outlined generally as follows: 

The commanding officer of the military installation initiates a request for a 
housing project through military channels to the Assistant Secretary of Defense 
(Properties and Installations). The number of units is based on expected long- 


term demand, after subtracting all existing Government quarters and adequate 
The military department must certify: 


community housing. 
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(a) There is no intention, so far as can reasonably be foreseen, to sub- 
stantially curtailthe personnel assigned or to be assigned to the above-named 
installation; 

(b) For reasons of safety, security, or other reasons of military require- 
ments, it is necessary that the personnel involved reside in the public quar- 
ters; or 

(c) Adequate housing is not available for the personnel involved at reason- 
able rentals within reasonable commuting distance of the installation. 


Upon presentation of the project request by the military, the proposed project 
is discussed with the FHA Director with the request for concurrence in the need 
for the desired number of units. If the Director does not concur, he shall reduce 
his views to full written factual report and recommendations to the Washington 
headquarters for resolution of the matter between the FHA Commissioner and the 
Assistant Secretary of Defense (Properties and Installations). 

The Assistant Secretary may approve a larger number of units than the FHA 
will agree to, in which event the Commissioner may require the Defense Depart- 
ment to guarantee the armed services housing mortgage insurance fund aganst 
loss. However, it is now contemplated that the Defense Department will make a 
guaranty of all mortgages insured under this act. (The Department of Defense 
will guarantee the mortgage payments to the mortgagee.) 

Upon approval of a project by the Assistant Secretary of Defense (Properties 
and Installations) and concurrence by the FHA, the military department will 
procure the services of an architect-engineer to develop plans and specifications in 
close consultation with the FHA field office. Such plans and specifications will 
conform to basic FHA requirements, as well as to military standards. 

Upon completion of preliminary plans and specifications, the military will file 
an application with the FHA field office for a preliminary appraisal and eligibility 
statement which will show the tentative feasibility of the housing project. Upon 
delivery of the preliminary appraisal and eligibility statement, the military will 
pay a fee equal to 75 cents for each $1,000 of the tentative maximum insurable 
mortgage. pon completion of the final plans and specifications, the military 
will file an application with the FHA field office for a final appraisal and eligibility 
statement which will set forth the maximum insurable mortgage, the FHA esti- 
mate of replacement cost, estimated cost of off-site improvements (Government 
furnished), and other data. Upon delivery of the final appraisal and eligibility 
statement, the military will pay a fee equal to $1.50 for each $1,000 of the maxi- 
mum insurable mortgage less the amount paid for the preliminary appraisal and 
eligibility statement. 

he maximum insurable mortgage for any project cannot exceed— 
(a) the FHA estimate of total replacement cost of the property or project. 
(b) an average of $13,500 per family unit (including the estimated value of 
any usable utilities within the boundaries of the project where owned by the 
United States and not provided for out of the proceeds of the mortgage). 


(c) the bid of the eligible builder (lowest acceptable bidder on the project)* 

Upon FHA approval of the final plans and specifications, and issuance of the 
final appraisal and eligibility statement, the military will advertise for bids for 
the construction of the housing project. Builders must show both adequate 
financial responsibility and sufficient experience in constructing housing of this 
type, and tke low bidder to be eligible must be acceptable to the FHA Com- 
missioner. 

The military will furnish the lowest acceptable bidder with a letter of 
acceptability, which sets forth the actions he must take. The winning bidder 
(hereafter referred to as the “eligible builder’) must organize a Delaware cor- 

ration (hereafter called the mortgagor-builder) with a paid-in capital stock of 

1,000, domesticate it in the State in which the project is to be located, and 
cause an immediate election of officers. (The Department of Defense desires 
the Delaware charter in order to simplify administration after 1t assumes control 
of these corporations.) The eligible builder must then cause the mortgagor- 
builder stockholders to execute a stock transfer and escrow agreement providing 
for transfer of the corporate stock to the Defense Department upon completion 
of the project. 
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The eligible builder must slso arrange mortgage financing covering total cost 
of the project, ana cause the mortgagee to file application with FHA to obtain an 
FHA commitment for insurance during and after construction. The mortgagee 
must pay all fees required by administrative rules, and the Comptroller will 
then reimburse the military for the fees they have previously paid. 

In connection with the construction contract, the military department, the 
eligible builder, and the mortgagor-builder will execute a three-party housing 
contract, which will provide that the eligible builder construct the project in 
consideration for the mortgage proceeds. The builder will furnish a properly 
executed performance bond. As construction progresses, individual housing units 
will be placed under the control of the military as they are available for occu- 
pancy. The builder will maintain builder’s risk, fire, and extended coverage 
insurance on the project during the entire construgtion period. The military 
department will make inspections without charge (FHA will not make inspec- 
tions) and certify construction progress to FHA, including certification that the 
prevailing wage scale has been met. The FHA will determine completion of 
the project upon certification by the military department and thereupon, the 
FHA Commissioner will make final endorsement of the mortgage note for 
mortgage insurance. 

After completion, the capital stock of the mortgagor-builder is delivered to the 
military by the mortgagee as escrow agent. The military department will have 
(at the final closing) issued guaranties of all notes and other evidence of indebted- 
ness of the mortgagor, and accordingly will undertake payment of the mortgage 
indebtedness as well as maintenance and operation of the project. 

The mortgagor-builder’s paid-in capital of $1,000 will be paid over to the mili- 
tary as consideration for the leasehold interest in the project site. 

The mortgage will bear an interest rate of 4 percent, plus an FHA insurance 
premium (subject to final determination by the FHA Commissioner and Assist- 


ant Secretary of Defense, Properties and Installations) to be charged from the 
date of the first construction advance. 


PRESENT STATUS OF THE PROGRAM 


The FHA, the Department of Defense and the military departments 
have been formulating policy and procedures to be followed by their 
respective departments in order that the new program could get under- 
way as quickly as possible. Contract forms have been approved by 
all concerned, procedures have been developed for each of the military 
departments and the FHA, and considerable activity has been gen- 
erated with respect to certification and final approval of housing needs 
by the military departments, the Department of Defense and the FHA. 

Table 11 sets forth the location and the number of units that have 
had final approval at December 23, 1955, by the military departments, 
the FHA, and the Secretary of Defense. It will be noted that there 
is a total of 23,373 units fully approved. 
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TanaLE 11.— Location and number of units approved by the Secretary of Defense and 
FHA as of Dec. 23, 1955 


| Тр” 
| 
| 





Existing projects under 
Wherry amendment 


| 


Number of | 





Military department шань —— сае 
Units Percent 





| | | occupied 
| 






Navy: | | 
Marine Corps Supply Center (Georgia) ..............--- ЖЕРІ дене „Ае дай "vul 
Marine Corps Air Facility (North arolina) ....... i NM La ied SHEL 
Great Lakes Naval Training Center (Illinois)........ 2. 590 |.... Шы ымын 
Marine Corps Air Station (South Carolina)............... 2, 565 % | 
аж баре чо денис 5 3, 715 5 ; 
Air Force: | 
иг а dii popu s mamme JC ид «илийн 085 |....... ои 44 
Portsmouth (New eee as Баия 1, 700 | | : 
Манила ЗОВИ иво rrr eh rnm nc 109 1....... 54 : ын 
Fairchild (Washington)............... мар AND — 250 
Columbus (Mississippi) kia a sasa 222 480 š 
Seymont-Johnson (North € Е 1, 500 | ° 
Blytheville (Arkansas) _- kati а ада за 360 š 
Ardmore (Oklahoma)..............- ыы ы kayaq ши 500 5 
ДРИНЕ РОНЕ ЕЈ све s. l... & 1, 685 
AES CM ененнен AASS a 1, 000 
Webb (Texas)... `. ЕЕ ААА 545 : жарлышадшдыңш ? š 
Bunker Hill (Indiana).....................-..-- ни 680 ада me Š 
иг И са не нд d Mes 460 хэлэ хасч 2 
Sewart (Tennessee) а 87 
Myrtle Beach (South Carolinà) ...... о аА 500 54345 ЫДЫ 4 
ИО СОНИНИ) с uu 2 њи ле — 200 |... АА ыы» ары ақы аг 
Buckingham (Ејопда)._____.___------------ Қа ыы 470 i вы 
Minat Air Force Base (North Dakota).......... 450 251 
Grand Forks Air Force Base (North Dakota)... bn 240 
ME ME CONSUL, ил нарав « 1, 535 
ТОШ, АЛ VOIE... Lao Lco ДААД ЫҚ ыда icd | 15, 112 |... 
P | | 
ut Casin Ссрыбо).:... .....;..:................»-... — 
Fort Leavenworth (Капзаз) . .....------------------ ^ 100 | 227 | 100 
В АО ал 12222 ње бо адь ЗЛИ а С Ба ока 
Redstone Arsenal (Alabama)..... А он : 120 : 4 шань 
Fort Carson (Colorado). ........................ 555 a 289 А 
: Бепойеа Ватаскз (Hawaii)... `. — PE SER OR RE RE 1,3% |.....- lq apapuy, а 
ПИОН eii оман енда — Е 500 | 300 | 100 
Зе 4, 546 527. ° 
Шамды дығы цэл ыдысының ЫШКЫН ПОЮ: ааа саве 








In addition, at December 23, 1955, as shown in table 12, there has 
been 6,545 units approved by the FHA and the military departments. 
The final certification of need covering these units is awaiting final 
approval by the Secretary of Defense. 
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TABLE 12.—Location and number of units approved by the FH A and military depart- 
ments—awaiting approval of the Secretary of Defense as of Dec. 23, 1955 


Existing projects under 
| Wherry amendment 
‘Hearw , š Number of 
Military department unita 


|--------------------------- 


Units | Percent 
i | occupied 





Air Force: 
Edward Gary (Texas)... 


— й... - - — — 215 "— әйе š Sa 
Westover (Massachusetts) 310 сын E 
Tyndale (Florida)... 2 Е у : 420 |... ЗАР, Ut 
Klamath Falls (New York)... аще Ал „ 20 |- L р 
Eglin (Florida)... 500 750 100 
England (Louisiana).... š 610 ға 
Pope (North Carolina)..... й 560 с $ 
Stead (Nevada).. 4 645 
Greater Pittsburgh Airport (Pennsylvania 250 


Richard Bong (Wisconsin).... 350 
Nellis AFB (Nevada) 


395 
Laredo (Texas)... 5 345 
Andrews (Maryland). 280 ¿ 
Total, Air Firce : Ee 43 ‹ 5, 130 Ta 
Army: ) 
Killeen Base (Texas) 90 е 
Fort Eustis (Virginia) 00 412 100 
Fort Story (Virginia) 150 X 
Fort Huachuca (Arizona 575 | ыз 
Totel МАШУУ: . > 2 ' 1,415 
Total. 6,545 


On December 15, 1955, the Department of the Air Force issued an 
invitation for bids for the housing project at Abilene, Tex. This is 
the first project where bids have been requested under the National 
Housing Act of 1955, as amended. 

The Secretary of Defense, the military departments and FHA have 
approved the need for additional units at certain installations where 
there already exists privately sponsored housing under the Wherry 
amendment to the National Housing Act. The foregoing tables in- 
dicate the existence of these privately sponsored projects, their size 
and their occupancy status. It will be noted that in each case the 
existing projects were fully occupied at the time of the last occupancy 
report. 


ACQUISITION OF EXISTING WHERRY HOUSING PROJECTS 


Title IV of Public Law 345 


, 84th Congress, provides under section 
404: 


Whenever the Secretary of Defense or his designee shall deem it necessary for 
the purposes of this title, he may acquire by purchase, donation, or other means 
of transfer, or may cause proceedings to be instituted in any court having juris- 
diction of such proceedings to acquire by condemnation, any unimproved land, 
or (with the approval of the Federal Housing Commissioner) any housing financed 
with mortgages insured under the provisions of title VIII of the National Housing 
Act as in effect prior to the enactment of the Housing Amendments of 1955. 
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The Department of Defense has issued “principles for acquisition 
of existing title VIII housing projects" pursuant to the above indicated 
section of Public Law 345, as follows: 


The Department of Defense will give consideration to a request for the acqui” 
sition of an existing title VIII (Wherry) project only when such a project is 
essential to meeting current and foreseeable family housing requirements, and: 

(1) The Secretary of the military department certifies that military 
considerations dictate that the housing be administered as public quarters; or 

(2) unanticipated taxes (or other cost factors beyond the sponsor’s con- 
trol) necessitate the establishment of uneconomic rentals; or 

(3) —— excessive vacancy,! which is attributable directly to con- 
struction of additional Government quarters subsequent to the completion 
of the title VIII Aon, has existed for not less than 1 year. 

The Department of Defense will require as conditions precedent to acquisition: 

(1) The military department must have funds available to equip, condi- 
tion, operate, and maintain the project as publie quarters prior to assuming 
ownership; and 

(2) Determination that the location, quality of construction, design stand- 
ards, and condition of repair of the project meet the minimum acceptable 
standards of family housing suitable for assignment as publie quarters to the 
personnel concerned. 


The military departments have received numerous requests for 
acquisition consideration from owners of existing housing projects 
since the enactment of Public Law 345. At December 23, 1955, the 
military departments were giving consideration to the feasibility of 
acquiring 11 privately sponsored housing projects aggregating 3,758 
units. 

At the present time the Department of Defense is not in a position 
to state whether or not the status of these projects comply with 
their statement of “principles with respect to acquisition of proper- 
ties” or whether they will be able to negotiate with the sponsors. 


1 Point of technical default, as defined by FHA letter No. 1150 (title VIII mortgage credit), dated 
May 2, 1951. 












































COOPERATIVE HOUSING 


The Housing Act of 1955 contained provisions especially designed 
to reactivate the cooperative housing program and to encourage the 
participation and cooperation of builders in the development and con- 
struction of projects for independently sponsored and organized con- 
sumer corporations. In reporting S. 2126, the Housing Act Amend- 
ments of 1955, the Senate Banking and Currency Committee said: 

It is the committee’s intention that the Federal Housing Administration take 
affirmative action to make this program operative and effective, to expedite it, 
and to eliminate administrative obstacles. 

Referring to the same bill, the House Banking and Currency Com- 
mittee in its report made an equally forceful statement to the effect 


that impetus and direction should be given to the cooperative housing 
program— 


to the end that its principal objective be achieved—the provision of good housing 
at lower cost and at lower monthly carrying charges for the consumer particularly 
those in the middle-income group. 


In order to implement a reactivated cooperative housing program, 
the Housing Amendments Act of 1955 contained several “significant 
— — Among these were: 

Removal of the “value” concept in limiting FHA cooperative 
— and restoring “estimated replacement cost” as the 
basis for these mortgages; 

2. Creation of the position of Assistant to the Commissioner 
in Charge of Cooperative Housing; (This position has now been 
filled by Dwight D. Townsend, of Kansas City.) 

3. Authorization for the Federal National Mortgage Associa- 
tion to have outstanding advance commitments for the purchase 
of $50 million of cooperative mortgages insured by FHA. Of 
this $50 million, not more than $5 million would be available in 
any one State, 


At the present time, FHA reports the status of the cooperative 
housing program as follows: 








-| $203, 260, 501 | $207, 323,157 | $298, 459, 948 


| Fiscal year |. Fiscal year | July-Sep- 
| 1954 | 1955 | tember 1955 
| 
Volume of operations: | | 
1. Unit applications examined. ... . 25, 576 | 4, 333 | 359 
2. Inspeetions made (average units under construction). . | 7,375 | 4,700 2, 400 
3, Units insured. . ИСС 11, 586 | 5, 816 | 343 
4. Хянан insurance written.....................-..- | $110,629, 300 | $51, 371, 980 | $3, 535, 300 
Status of program: | | | 
1. Cumulative insurance written, end of period: | | 
је ит кесе кесеге теі | 38, 697 | 44,513 | 44,856 
Amount...... be ios ii ....| $365, 205,097 | $416, 577,077 | $420, 112, 377 
2. Insurance in foree, end of f period: | 
Number. ...... A 8, 745 | 11, 728 | 11,800 
ДАРДА... ve | 
| 
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The schedule above indicates that 11,586 units of cooperative 
housing were insured in fiscal year 1954 (until June 30, 1954). For the 
fiscal year 1955 (up to June 30, 1955) 5,816 units were insured. During 
& period roughly corresponding with the time during which the 1955 
amendments have been in effect, 343 units of cooperative housing 
have been insured. 

The subcommittee has been approached by private groups express- 

interest in the cooperative housing program. Concurrently the 

—— has encouraged comments from individuals and groups 
viui in the past expressed àn interest in this program. 

The subcommittee has attempted to evaluate the more constructive 
suggestions and criticisms and to present a summary of them in this 
report. The summary is intended as an account of current problems 
but is not intended as an expression of the views of this subcommittee. 
Principal among these problems are: 





ApvancE CommirMents From FNMA 


The fees and discounts set up by FNMA include a 2-percent. dis- 
count on the face of the mortgage, a 1-percent filing fee, and a 0.5 
percent marketing fee—adding outright 3.5 percent to the cost of the 
housing projects. Such costs, of course, must be met by the con- 
sumer in an additional downpayment on the cost of the project. 
These fees are in addition to an interest rate of 4.25 percent (4.5 per- 
cent on sales type co-op mortgages). This investment is in turn in- 
sured by FHA with a 0.5 percent insurance fee. It is further pro- 
tected by an FHA inspection fee of 0.5 percent. The consumer also 
pays 0.3 percent filing fee. 

Private groups have been negotiating with FNMA for some time 
in an attempt to reduce the fees referred to above. It has also been 
suggested that FNMA purchase section 213 mortgages at par rather 
than at 98. 


Lack or ApEQUATE STAFF TO SUPERVISE AND ASSIST IN THE 
DEVELOPMENT ÓF GENUINE COOPERATIVE HOUSING 


The Congress, in setting up the cooperative housing program, 
specifically declared its intention of providing technical assistance to 
consumer groups interested in developing genuine cooperative hous- 
ing. To фы, however, appropriations have not been adequate to 
make this technical assistance possible. Even with the addition of 
the Assistant to the Commissioner in Charge of Cooperative Housing, 
there are now only 2 staff people available for full-time work on co- 
operative housing, in addition to 1 secretary and an FHA attorney 
who specializes in cooperative housing. This is in contrast to a staff 
of eight executives plus secretarial assistance available in 1951 and 
1952. 

During the 5 years in which the program has been in operation 
FHA has earned in fees and insurance premiums from cooperative 
housing projects a total of $8 million. 












PROPERTY IMPROVEMENT LOAN INSURANCE—TITLE I 


Under title I of the National Housing Act, the FHA insures iinancial 
institutions against loss on loans made to finance alterations, repairs 
and improvements to existing structures. Prior to the 1954 Housing 
Act, Public Law 560, 82d Congress, ће ЕНА insured 100 percent of 
the face value of the loan. The 1954 act re quires the financial insti- 
tutions participating in the program to provide 10 percent coinsur- 
ance. Loans are short-term (36 months or less) unsecured notes 
currently averaging around $600. The maximum allowable rate of 
interest is 5 percent. Since these loans are discounted by the lender 
in advance the rate is about 9.7 percent. 

The cumulative total of claims paid by the end of the fiscal year 
1955 was $179,713,700, or 2.09 percent of the net proceeds of the loans 
insured amounting to $8,587,470,547. 

During the period October 1, 1954 through July 1, 1955, the volume 
of loans insured by the FHA pursuant to the title | program had de- 
clined some 40 percent when compared to the same period in 1953-54, 
and between 50 and 55 percent compared with 1952-43. 

Some lending institutions, which prior to the 1954 act subscribed to 
the title I program, are adopting private plans for making home 
repair and improvement loans. They are no longer seeking FHA 
insurance under the title | program. 

The swing of lending institutions from the title I program appears 
to be due to several factors. Some of these factors are: (1) 
quirement that lending institutions bear 10 percent of the losses of 
the net unpaid amount of the loan actually made (or the actual 
purchase price of the note, whichever is the greater); this is known as 
the coinsurance amendment; (2) the restriction which requires 6 
months occupancy prior to making a title I insured loan on new 
construction; and (3) the removal from the eligible list of a number of 
home improvement items which have heretofore been eligible for 
insurance pursuant to the title I program. 

Some lending institutions take the position that both volume of 
business and percent of profit will be higher urder a private plan than 
under FHA. In addition, a noninsured loan does not necessitate 
payment of FHA premiums. It should be pointed out also that some 
of the decline in volume must be attributed to the fact that approxi- 
mately 200 title I dealers have been prohibited from participating in 
the program within the last 18 months. 

Lending institutions which have adopted their own home repair 
and improvement loan plans are charging rates of interest usually in 

excess of the 5 percent maximum allowed by the FHA on this type 
of loan. These interest rates range from 4 percent to 7 percent; 6 
percent is the rate being charged by the majority of these lending 
institutions. Since these loans are discounted, the majority of lenders, 


who are charging about 6 percent, are receiving a vield of more than 
12 percent. 


the re- 


43 


72017--56--4 





UNIVERSITY OF MICHIGAN LIBRARIES 























44 REVIEW OF FEDERAL HOUSING PROGRAMS 






In the majority of cases it is the larger lending institutions which 
are withdrawing from the FHA program, while the smaller lending 
institutions still rely upon title I. For example, the Bank of America 
National Trust & Savings Association of San Francisco, Calif., has 
had in the past the largest volume of title I loans, insuring some 
$30 million of home repair and improvement loans per year. Based 
on the volume of FHA title I loans made by the Bank of America 
during the first three quarters of 1955, its volume of FHA title I 
loans for 1955 will approximate $4 million. Thus, the Bank of America 
is insuring only 13.3 percent of the volume of FHA insured home 
repair and improvement loans made in the past. 

A survey made by the FHA in September 1955 covering 71 cities 
throughout the 6 FHA regions reveals that the volume of FHA 
insured loans declined in 28 or 39.5 percent of the cities surveyed, it 
remained stationary in 34 or 48 percent of the cities and advanced 
in 9 or 12.5 percent of the cities surveyed. The trend of volume in 
non-FHA home repair and improvement loans during the same period 
shows a decline in 5 or 7.4 percent of 68 cities surveyed, remaining 
stationary in 28 or 41.1 percent, and advances in 35 or 51.5 percent. 
Table 13 consolidates the survey data gathered from six FHA regions: 
TABLE 13.—Trend of home repair and improvement loans, September 1955 (based on 
number of cities actually surveyed) 

I. VOLUME OF FHA TITLE I LOANS 























| Decline | Stationery | Advance 
| | 
 —————— — —— 
| Number | pa | Number wean | Number | р. 
| ofcities | Percent | ofoities | Percent | of cities | Percent 
кыыл. DT А 1 И аи 4 Паја 7940258 ESI К | 
шинэ И | 3| 241] 6| 68| 1| L1 
БЫЙЫЛ io dle dades ipsias сл 3 | 33.5 | 5 | 55.4 | 1 | 1.1 
MEME D ouod didt isi diem ч 3 | 21.2 | 6 54.6 2| „2 
ПИ о а. љиљана! 5 | 38,5 7 53.9 | 1 | 7.6 
000078 WIR Ден а 7 | 46.7 5 33.3 | 3 | 20.0 
Region VI....... за араласа 8 | 57.2 5 35.7 | 1 7.1 
United States total... .............- | 28! 395 | 341 «о! 9 12.5 
| | 
IL. VOLUME OF NON-FHA LOANS 
КИЕ О УУ оК. о оа — E RE tuse. 11 5 
BELLE а а ада | 1 | 11.0 4 | 44.5 | 4 | 44.5 
сенн бонна Цаасан | 4| 44.5} 5 | 55. 5 
7 MRE EAS Е аа: 1 10.0 | 7 | 70. 0 | 2 20. 0 
MEE TY, ¿uska ово Ро [кино] 8 61.5 | 5 | 38. 5 
ое adi 3| 20.0 4 | 26.7 | 8 | 53.3 
О АА ЗВ ЕЕ | да... 1 | 8.5 | и | 91. 5 


70100 В(аќев боќај. 5| 7.4 | | 41 | 35| 515 


A privately financed corporation now offers lending institutions an 
insurance program for modernization loans similar to that offered by 
the FHA under the title I program. In October 1955 this private 
group asked 66 lending institutions to state recent experience under 
the FHA title I program as compared with private plans. Table 14 
consolidates the replies of the 66 lending institutions. 
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"TABLE 14.— Trend of loan volume on a comparable basis as reported by 66 lending 
institutions 


ы — 2) | 
| | 

| Increase ] Stationary | Decrease 

| | | 





| Ex: E | 
| Numberof| Per- | Numberof| Per- | Numberof| Per- 
(institutions cent institutions” cent institutions cent 


| == 














| | | | 

1st half 1955 eompared to 1st half 1954: | | | | | 
FRAUBIBEM..........—...... | 11 | 17 | 10 15 | 45 | 68 
Non-FHA title I loans................ | 56 | 84 | 5 8 | 5 | 8 

2d half 1955 (estimated) compared to | | 

24 half 1954: | | | | | 
FHA title I loans. .........- VARRO, | 191 29| » 16 24 з1 | 47 
Non-FHA title I loans................ | 55 83 | 10 15 1 | 2 

{ f 


The questionnaire also reflects that approximately 41 percent of the 
reporting lenders indicated they expect that their title I volume beyond 
1955 would decline while they expected the volume of their own home 
repair and improvement loan programs to increase. 
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LOW-RENT PUBLIC HOUSING PROGRAM 


The low-rent public housing program was originally authorized by 
the United States Housing Act of 1937, Public Law 412, approved 
September 1, 1937 (50 Stat. 888; 42 U. S. C. 1401). This act author- 
ized Federal financial assistance to local communities “to remedy the 
unsafe and insanitary housing conditions and the acute shortage of 
decent, safe and sanitary dwellings for families of low income * * *." 
The financial aid consists of loans and annual contributions to local 
housing authorities for construction of housing for families in the 
lowest income group who cannot afford to pay enough to cause private 
enterprise to build an adequate supply of decent safe and sanitary 
dwelhngs. . 

The 1937 act was amended by title III of the Housing Act of 1949, 
Public Law 171, approved July 15, 1940 (63 Stat. 413). The 1949 
statute authorized a large expansion of the low-rent public housing 
program—$810,000 additional units in cumulative increments of 
135,000 a year, beginning July 1, 1949. The increments could be 
increased or decreased by the President. 

Because of the scarcity of building materials during the Korean 
emergency, the President limited to 30,000 the number of units to be 
put under construction during the first half of fiscal year 1951. Fur- 


ther legislative limitations on the program were: the Independent 
Offices — Act, 1952 (Public Law 137, 82d Cong., 65 Stat. 
1 


268), which limited the commencement of construction to 50,060 
units in fiscal 1952; the Independent Offices Appropriation Act, 1953 
(Public Law 455, 82d Cong., 66 Stat. 393) which limited commence- 
ment of construction to 35,000 units in that year and also prohibited 
any further contracts contemplating commencement. of construction 
of more than 35,000 units in any fiscal year, and the Independent 
Offices Appropriation Act, 1954 (Public Law 176, 83d Cong., 67 Stat. 
298, 305) which limited commencement of construction to 20,000 units 
in that year, and prohibited any additional contracts looking to 
subsequent construction starts. 

These prohibitions were relaxed by title I of the Housing Act of 
1954 (Public Law 560, 83d Cong., approved Aug. 2, 1954, 68 Stat. 
590). 

The 1954 act authorized PHA to enter into new financial contracts 
for 35,000 additional dwellings during fiscal 1955, and permitted the 
start of construction of these, as well as others already under financial 
aid contract. The act also stipulated that a community would have 
to present to the HHFA Administrator an approvable workable pro- 
gram to qualify for Federal aid for low-rent public housing, for slum- 
clearance and urban-renewal projects, for assistance to renew deteri- 
orating neighborhoods, and for low-cost housing for displaced families. 

The Housing Amendments of 1955, Public Law 345, 84th Congress 
(69 Stat. 635), authorized PHA to enter into new annual contribu- 
tions contracts for not more than 45,000 additional low-rent public 
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housing units. This authorization expires July 31, 1956. The 1955 
statute eliminated the requirements with respect to workable pro- 
grams as a prerequisite for public housing. 

Low-rent public housing is built only after the local housing au- 
thority makes a formal decision that it is needed and applies to PHA 
for Federal assistance. Any resulting construction is undertaken by 
the local housing authority through private contractors. The local 
authority acts throughout as a nonprofit public agency. Local hous- 
ing authorities are agencies created under State enabling legislation. 
Each authority is governed by commissioners (usually five) who are 
appointed by the mayor or local governing body and who serve 
without pay. Forty-three States have passed laws permitting local 
participation in the federally aided low-rent public housing program. 
Only Iowa, Kansas, Utah, Wyoming, and Oklaboma have not yet 
enacted public housing laws. 

Need for low-rent publie housing is determined locally. Applica- 
tions to PHA must show that the need for low-rent housing is not 
being adequately met by private enterprise. A prerequisite for Fed- 
eral aid is official approval by the local governing body or similar 
agency when the housing authority applies to PHA for a preliminary 
planning loan, and when it ratifies the cooperation agreement with 
the housing authority. 

This agreement provides for tax exemption to the projects, pay- 
ments in lieu of taxes by the housing authority, and elimination of 
substandard housing in the locality by it and other local public 
agencies. 

Federal financial aid to housing authorities takes two forms: (a) 
loans to help finance development and construction of public housing 
and (b) annual contributions to permit its operation at rents within 
the means of low-income families. 

PHA has two principal objectives in the capital financing of the low- 
rent program. The first is that local authorities borrow the largest 
possible share of their capital funds from private investors rather than 
from the Federal Government. The second is to secure the lowest 
possible interest rates on the borrowings from private investors in 
order to keep annual contributions at à minimum. 

Practically all of the capital financing of local authorities has been 
through loans from private investors 

The capital financing of low-rent housing projects involves the 
successive use of various types of loans. PHA makes direct loans to 
local authorities for use in the early stages of project development. 
As soon as the amounts needed for a project are sufficiently large to 
warrant such action, the local authority sells temporary notes to 
private investors and repays the advances previously made by PHA. 
The amount of temporary notes sold to private investors is increased 
as construction proceeds. At the time a project nears completion, 
the local authority sells its long-term bonds to private investors and 
applies the proceeds of such bond sales to the payment of outstanding 
temporary notes and any outstanding indebtedness to PHA. 

PHA is authorized to pay a subsidy, in the form of annual contri- 
butions, to aid local authorities in achieving low rents. These con- 
tributions may not, in accordance with the act, exceed a sum equal 
to the annual yields at the applicable going Federal rate plus 2 
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percent upon the development cost of the project. The applicable 
going Federal rate is determined at the time the annual contributions 
contract is made, and during any given half-year period is equal to 
the yield during the preceding May or November on marketable 
Treasury obligations with maturities of 15 years or more. 

In practice, the contributions actually contracted for, known as 
fixed annual contributions, are at a rate substantially less than the 
authorized maximum. The amount of the fixed annual contributions 
contracted for is equal to the level debt service sufficient to pay 
interest and amortization on the bonds and any other long-term 
obligations sold to permanently finance the projects. These fixed 
annual contributions are in turn reduced each year by the net earnings 
of the project; that is, the rents and other income less the current 
operating expenses and payments in lieu of taxes. These net earnings 
are applied at the end of each year to the reduction of the fixed annual 
contributions then payable. 

Table 15 summarizes low-rent housing progress under the Housing 
Act of 1949. Table 16 shows the status of the program as of October 
31, 1955. 


TABLE 15.—Low-rent housing progress under the Housing Act of 1949 


| 


| Number of dwelling units 





| | 

| Placed under | | 
| annual con- | 
| tributions | 
contract | 
| 


Started Completed 


foina a 
| 
| 


| 14,834 | | lor 
| 130, 764 88, 359 2 091 
— 45, 531 | 52. 913 31,801 
d 34, 245 | 37, 203 64, 497 
M E 18, 674 56, 641 
8, 723 26, 743 
1 208, 735 | 2181, 773 


Is ерме 10,860 units originally planned under Public Law 412, reactivated and developed under Public 

aw 171. 

14 Includes 9,190 units originally planned under Publie Law 412, reaetivated and developed under Public 
aw 171. 
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ADMINISTRATION OF THE 1955 PRoGRAM 


Commissioner Slusser of the Public Housing Administration 
submitted the following account of the current status of the low-rent 
housing program: 


PuBLIC HOUSING ADMINISTRATION, 
HovsiNG AND HoMwE FiNANCE AGENCY, 
OFFICE OF THE COMMISSIONER, 


Washington 25, D. C., December 28, 1955. 
Mr. JACK CARTER, 


Staff Director, Subcommittee on. Housing, 
Senate Banking and Currency Commiltlee, = 
United States Senate, Washington 25, D. C. 


Dear Mr. Carrer: This is to confirm our telephone conversation of Friday, 
December 23. 

As I told you the priority system which we established for allocations is aimed 
at producing 45,000 units under annual contributions contract during the year 
ending July 31, 1956. By far the principal portion of these will come from the 
backlog of units which various communities have already under preliminary loan 
contract but with which they have been unable to proceed because of previous 
limitations, 

As of this date we are reasonably certain of about 35,000 units for annual 
contributions contract this year. We have actually released preliminary loan 
funds for the planning of nearly 8,000 units. Another 10,000 units are in final 
stages of processing and will undoubtedly be approved shortly by the central 
office. The remaining 17,000 of the 35,000 units are in various stages in our 
field offices. 

I am having a meeting of our field office directors early in January and, of course, 
one of the most important items on the agenda is progress on this year’s program. 
After this meeting I will be in a better position to more accurately judge our 
prospects for the year and to make any changes which could conceivably step up 
the production rate. 

Although the system which we have established should achieve the goal of 
45,000 units there are serious difficulties in reaching this or, indeed, any other 
goal when it has to be accomplished on a year-to-year basis. Whatever the back- 
log of demand by local housing authorities throughout the country, production is 
limited by the size of the staff we have to process applications in accordance with 
the technical provisions of the law and the sound judgment which I believe to be 
inherent in it. Unfortunately, it is presently impossible to hire, and in many 
cases, to retain development personnel for a program which is uncertain from 
year to year, 

Similarly, it is impossible for localities to do the long-range planning require- 
ments and plans. ' Severe legislative changes from year to year puts a very difficult 
burden both on tbe ability of the localities to plan and this agency to operate 
efficiently. 

I believe that I should bring these matters to your attention since the diffi- 
culties I have stated may well reduce production below the 45,000-unit goal. 

I believe that this summarizes our conversation and gives you some figures 
which I did not then have at hand. We will, of course, be glad to furnish you with 
any additional information you may request. 

Sincerely yours, 


CHARLES E. SLUSSER, Commissioner. 
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THE FEDERAL NATIONAL MORTGAGE ASSOCIATION 


The Federal National Mortgage Association (FNMA) was created 
as a corporate instrumentality of the United States on February 10, 
1938, pursuant to title III of the National Housing Act, as then 
amended. Its initial objective was to provide secondary market 
assistance by the purchase of home mortgages insured by the Federal 
Housing Administration (FHA-insured mortgages). On July 1, 
1948, the Association's activities were expanded to include the pur- 
chase of home mortgages guaranteed by the Veterans’ Administra- 
tion (VA-guaranteed mortgages). 

Beginning in July 1951 a large portion of the Association's pur- 
chasing authority was utilized to assist in providing the financing 
required for the production of housing needed for in-migrant defense 
workers and military personnel in critical defense-housing areas, 
housing for civilian Ж, military personnel at certain military in- 
stallations, and housing for families that. were the victims of catas- 
trophes determined by the President of the United States to be 
major disasters. Subsequent to October 1951 the Association’s 
purchasing authority was also utilized toward providing financing 

uired for the production of cooperative housing. 

n August 2, 1954, the Association was given a new statutory 
charter (title II of Public Law 560, 83d Cong.) under which the then 
existing portfolio of mortgages will be managed and liquidated for 
the account of the Secretary of the Treasury. Provisions were made 
to permit, when advisable, financial assistance to be given to certain 
types or programs of housing. Of particular significance to the 
housing economy was the establishment of the Association as a 
secondary market facility for home mortgages, to be capitalized 
өү Бу the Federal Government but with provision for the 
gradual substitution of private capital. The legislation provided 
the machinery whereby in time the new secondary market operations 
will qualify to become privately owned and financed, 

From organization through November 30, 1955, FNMA has ac- 
quired mortgages aggregating $4,983 million and sold such mortgages 
totaling $1,630 million, while repayments and other credits amounted 
to $717 million. The accompanying table 17 shows this data on a 
fiscal year basis. 
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TaBLe 17.—Summary of FNMA mortgage activities by fiscal years 


[Dollars in thousands] 


| Year-end portfolio 








| | 
| | | 
| | i Repay- Other -- 4 
Fiscal year | Purchases | Sales | ments | credits | Number of) 
© | 
| | mortgages | Amount 
| 
маза тым тасыма hias. аы ледник 
| | 
WE ы. | 4,983,091 | 1,629,885 | — 612,131 НАС ВК 
MR VL ordin Kn | 9, 765 | 37, 883 
$39 1... 142526 31, 419 | 125, 226 
10, 474 1, 005 41, 876 | 163, 033 
13, 719 Ф 1,128 | 52, 026 | 194, 113 
16, 891 520 | 58, 820 | 215, 515 
23, 473 212 18, 603 | 72,217 
18,011 47 | 15, 995 | 59, 538 
11, 201 | 3 2, 895 | 10, 031 
Во ects 2, 246 | 6, 372 
1,457 | 5 1, 835 | 4, 962 
| LI ones ° 8, 283 51, 090 
10,027 114 70,512 | 464, 495 
$ | , 35, 779 8, 192 156, 083 | 1,055, 632 
ШИ оао лид | 855, 692 | 272, 405 | 48, 994 | 11, 046 223, 561 | 1,578, 879 
ШІК, 55:14:64 -44423 — ын 604, 973 | 39, 866 67, 421 8, 518 | 291,066 | 2,068, 047 
Покољ дабы sui | 585, 709 | 60,000 86, 541 | 9, 516 | 346, 851 | 2,497, 699 
MEL о "i à dicio died dips emo n 480, 783 | 575,067 | 92, 021 10, 255 318, 530 | 2, 301, 139 
Шақан ырын рейсті, E 654, 165 | 201, 097 ! 120, 622 25, 402 351,339 | 2, 608, 183 
5 months, 1956 бань оса | 112, 819 | 4, 505 | 51, 383 28,742 352, 936 2, 636, 372 





Тһе Association began its operations under the new charter on 
November 1, 1954. "The following is a résumé of the various activ- 
ities conducted by FNMA under the Charter Act, namely, the man- 
agement and liquidating functions; the special assistance functions, 
and the secondary market operations. 


MANAGEMENT AND LIQUIDATING FUNCTIONS 


Under its management and liquidating functions, the Association 
is required to manage and liquidate its existing portfolio of mortgages 
(acquired by purchase or which may be acquired pursuant to con- 
tracts entered into prior to November 1, 1954) in an orderly manner, 
with a minimum of adverse effect upon the home mortgage market 
and a minimum loss to the Federal Government. 

All the benefits and burdens incident to the administration of the 
management and liquidating functions inure solely to the Secretary 
of the Treasury. 

The FNMA — and liquidating portfolio and purchasing 
liability on August 2, 1954, the approval date of the new FNMA 
charter, aggregated $3,152 million, consisting of mortgages with un- 
paid principal balances totaling $2,415 million and undisbursed pur- 
chase commitments totaling $737 million. During the 16-month 
period between August 2, 1954, and November 30, 1955, the total 
FNMA portfolio and purchasing liability declined from $3,152 million 
to $2,624 million, a reduction of $528 million or 17 percent. Mortgage 
sales accounted for $169 million of this reduction. 
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The Association has, for the time being, suspended the sale of its 
management and liquidating portfolio of mortgages pending a review 
of the present mortgage-market situation. Previously, its mortgages 
covering 1- to 4-family-housing mortgages were offered for sale at 
ғ which were calculated to permit yields approximately equiva- 

t to the yields that would be received from 4X-percent mortgages 
of similar type selling at 100. Mortgages covering multifamily hous- 
ing were offered for sale on a “ошм basis. It is anticipated that 
selling operations will be resumed whenever such action is deemed by 
the Association to be appropriate. 

Pending liquidation of the portfolio through sale or otherwise, the 
Association’s mortgages (except those covering multifamily housing 
which are serviced directly by FNMA) are serviced for the Association 
by approximately 900 organizations. 

Funds required for the operation of the Association’s management 
and liquidating functions are obtained through (@) borrowing from 
the Secretary of the Treasury and (6) the sale of its corporate obliga- 
tions to private investors. An issue of $500 million of series ML- 
1958-A 2% percent 3-year notes dated January 20, 1955, was offered 
for sale to private investors on behalf of FNMA by the Secretary 
of the Treasury through the facilities of the Federal Reserve System 
on January 11, 1955. The proceeds of these notes were applied as 
a reduction of the Government’s investment in the Association’s man- 
agement and liquidating portfolio. It had been contemplated that 
one or more additional issues of notes would be offered during 1955, 
but such action has, for the time being, been deferred because of 
market conditions. 























SPECIAL ASSISTANCE FUNCTIONS 






FNMA's special assistance functions provide financing for selected 
types of home mortgages that are originated under special housing 
programs. Provision is also made for special assistance through the 
purchase of home mortgages generally as a means of retarding or 
stopping a decline in mortgage lending and home-building activ- 
ities which threatens the stability of a high-level national economy. 

The special assistance functions are confined so far as practicable to 
mortgages (including participations) deemed by the Association to be 
of such quality as to meet, substantially and generally, the purchase 
standards imposed by private institutional investors, but which at the 
time of submission of the mortgages for purchase are not readily 
acceptable. 

In connection with purchases under these functions, FNMA is also 
required to impose charges or fees for its services with the objective 
that all costs and expenses relating to such functions will be within its 
income and that the operations will be fully self-supporting. 

The funds required for the operation of the Association’s special 
assistance functions are "бегий solely by borrowing from, and all of 
the benefits and burdens incident to the administration of the func- 
tions inure solely to, the Secretary of the Treasury. The present 
statutory limitations provide $300 million outstanding at any one 
time for purchases and commitments ($200 million for purchases of 

































REVIEW OF FEDERAL HOUSING PROGRAMS 55 


whole mortgages and $100 million for purchases of participations in 
mortgages), subject to specific authorizations by the President of 
the United States. In addition, the Congress authorized FNMA to 
expend an amount outstanding at any one time of $200 million for 
purchases and commitments to purchase armed services housing 
mortgages and $50 million for commitments to purchase mortgages on 
cooperative housing. 

The President of the United States has heretofore authorized the 
Association to employ $160 million of its special assistance funds for 
commitments and purchases of whole mortgages, and $50 million for 
20 percent participations in mortgages, covering (a) housing intended 
primarily for victims of major disasters, such as hurricanes and floods, 

(b) housing in Guam, (c) housing constructed or rehabilitated under 
urban renewal programs, (d) housing in Alaska, and (e) housing in 
connection with defense or military programs. In order to utilize 
the $50 million for 20 percent participations it will be necessary that 
$200 million of private funds for 80 percent participations be invested 
bv private mortgagees. The total of $210 million of FNMA funds 
plus $200 million of private funds ($410 million), if employed to the 
maximum extent authorized by the President, would constitute 
special assistance with respect to mortgages in the five named cate- 
gories, as follows: 


Millions 
Housing for victims of major disasters.. 2 — 810 
Housing in Guam 15 
Housing constructed or reh: abilitated under urban renewal program______ 350 
Housing in Alaska. * EEFC 10 
Housing in connection with de fense or milit: агу programs_____ == 25 


No mortgages have thus far been purchased under any of the special 
assistance programs. Asof November 30, 1955, commitment contracts 
had been entered into providing for the future purchase by the Asso- 
ciation of 204 mortgages aggregating $3.4 million and providing for 
403 units of defense, military, disaster, and Alaska housing. 


SECONDARY MARKET OPERATIONS 


The FNMA secondary market operations are intended to provide 
supplementary assistance to the secondary market for home mort- 
gages by providing a degree of liquidity for mortgage investments, 
thereby improving the distribution of investment “capital for home 
mortgage financing. This objective is accomplished through the pur- 
chase of acceptable mortgages in areas where investment funds are 
nonexistent or are in short supply and by the subsequent resale of the 
mortgages so acquired in areas where investment capital is available. 

During the 13 months of operations through November 30, 1955, 
prospective sellers offered 13,536 mortgages to the association, and on 
that date 9,894 of these had been accepted for purchase, 2,247 had 
been temporarily or permanently declined, and 1,395 were being con- 
sidered for purchase. At November 30, 1955, a total of 6,497 mort- 
gages, aggregating $57,816,419, had been purchased. These purchases 
represented transactions involving 207 different sellers and related to 
properties located in 41 States, the Territory of Hawaii, and the 
District of Columbia, The accompanying table 18 shows the distribu- 
tion of FNMA's secondary market purchases on a State basis. 
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TABLE 18.—-State distribution of FNMA 
operations at 


HOUSING PROGRAMS 


urchase of mortgages in secondary market 


ov. 39, 1955 
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The following isa summary of the secondary market operations since 
November 1, 1954: 





Amount of 
ригећазез 


Mortgages 


$13, 000 

11, 000 
142, 000 
103, 000 
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The Association’s net earnings during the first 13 months of its 
secondary market operations, after expenses and provision for payment 
to the United States Treasury of $231,000 as the equivalent of Federal 
income taxes, amounted to $235,000. From these earnings, provision 
has been made for the payment of $123,000 to the Secretary of the 
Treasury as the full amount of cumulative dividends on the preferred 
—* leaving a balance of $112,000, to be transferred to general 
surplus. 

unds that are necessary to conduct FNMA’s secondary market 
operations are obtained from— 

(1) Sale of stock —F NMA issued as of November 1, 1954, non- 

voting $100 par value preferred stock amounting to $98.8 million 

(an amount equivalent to the sum total as of October 31, 1954 

of FNMA’s then capital stock and paid-in surplus of $21 million 

and of the then $71.8 million of surplus, reserves and undistri- 
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buted earnings) to the Secretary of the Treasury. Nonvoting 
$100 par value common stock is being issued to sellers that use 
FNMA’s secondary market facilities. Such sellers are required 
to make subscriptions in the form of nonrefundable contributions 
equal to an amount not less than 3 percent of the dollar amount 
of mortgages sold to FNMA. The subscription by sellers to 
FNMA's common stock on November 30, 1955, amounted to 
$1,734,463. 

(2) Borrowing.—Upon approval of the Secretary of the Treas- 
ury, FNMA may, in connection with its secondary market opera- 
tions, issue for sale to private investors, and have outstanding at 
any one time, obligations which in the aggregate do not exceed 
10 times the sum of its capital, surplus, reserves, and undistri- 
buted earnings. Under this formula, FNMA's borrowing auth- 
ority at the end of November 1955 exceeded $948 million and 
expands by a 10 to 1 ratio with increases in common stock sub- 
scriptions and surplus. Under certain circumstances, the Secre- 
tary of the Treasury may purchase up to $1 billion of FNMA’s 
secondary market obligations. 

Preparations are now being completed for the public offering 
of an issue of FNMA ——— market debentures during the 
early part of 1956. It is contemplated that additional issues 
will recur at regular intervals thereafter as required. 

In the secondary market operations the Association, as required by 
its charter, confines its purchases to mortgages that are of such quality, 
type, and class as meet, generally, the purchase standards imposed 
by private institutional investors. FNMA's secondary market acti- 
vities are confined to mortgages which are already in existence; it 
issues no commitments to purchase mortgages and, in this respect, 
the FNMA secondary market operations are in marked contrast with 
primary market operations which are concerned only with the origina- 
tion of mortgages and their placement. The language of the Charter 
Act establishes a criterion of marketability, and contemplates an 
eventual sale of the mortgages by FNMA to private investors. 

The charter further prescribes that, in the interest of assuring sound 
operation, the prices to be paid for mortgages in the secondary market 
operations should be established by the Association, from time to time, 
at the market price for the particular type of mortgages involved, as 
determined by FNMA; the volume of such purchases and sales, and 
the establishment of purchase prices, sale prices, and charges or fees 
are determined by FNMA from time to time with the objective that 
purchases and sales will be effected at such prices as will reasonably 
prevent excessive use of the facility and will make such operations 
fully self-supporting. Accordingly, a purchase and marketing fee of 
one-half percent or 1 percent of the unpaid principal balances of the 
mortgages involved, reflecting the degree or rate of marketability, as 
determined by the Association, is currently charged to defray purchas- 
ing and marketing costs. | 

The average price paid for the 6,497 mortgages purchased in the 
secondary market operations through November 30, 1955, was 96.8. 
The largest volume (72.8 percent) of the cases was in the 96 to 97 price 
range; 4.8 percent were purchased at prices averaging between 95 and 
95% and 22.4 percent averaged 97% or above. 
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DISCOUNTING OF GOVERNMENT-SUPPORTED 


MORTGAGES 


At the subcommittee hearing on mortgage-market problems, held 
on November 28 and 29, the chairman of the subcommittee stated: 

* * * there appears to be considerable uncertainty about the status of Gov- 
ernment-supported mortgages in the money market. The discounting of VA- 
guaranteed and FHA-insured loans is a recurring practice that tends to negate 
public policy. 


The following is an analysis of the nature and scope of discounting. 


















DEFINITION OF THE DISCOUNT 





The discount is the device by which borrowers in the money market 
bid for long-term investment funds; and, conversely, is the device by 
which lenders allocate their funds so as to maximize the yield on their 
investments. Mortgage money, as a commodity, commands a price 

rimarily dependent upon the relationship between the supply of 
ong-term funds and the demand for such funds. The price of mort- 
gage money is expressed by the yield which investors can achieve by 
i alternative investments at a given point in time. 

T Although the interest rate is the prime determinant of the yield, 
the yield is increased in direct proportion to the amount by which a 
mortgage loan can be purchased for less than its outstanding balance. 

The difference between the outstanding balance and the lower amount 
En ‘whith the loan can be purchased is called the discount. The 
higher the discount, the higher the yield. 

For example, if a mortgage loan with a 25-year term, in the amount 
of $10,000, at 4%-percent interest can be purchased for $9,500, the 
effective interest rate is increased from 4% percent to 5.06 percent. 
[Computation supplied by FHA actuaries.} Since FHA-insured and 
VA-guaranteed loans are subject to a statutory maximum interest 
rate, these loans are particularly subject to the discount method of 
accommodating the yield of a loan to the supply-demand situation 
in the long-term money market. 





















Facrors AFFECTING THE AMOUNT OF THE Discount 








SUPPLY FACTORS 





If the supply of mortgage money at a given interest rate equals 
or exceeds the demand for such money, then discounts disappear from 
the market place. In fact, investors may actually reduce the yield or 
effective interest rate by offering premiums for mortgage loans. 

The supply of long-term mortgage money at any given time is 
affected by the following factors: 

(1) The size of the pool of publie savings and the rate at which 
this pool is being increased or diminished. 
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(2) Factors in the economy which make alternative investment 
opportunities equally as attractive or more attractive than 
mortgage loans. 

(3) Policies of Federal agencies affecting the overall liquidity 
or lending policies of financial institutions, e. g., actions of the 
Open Market Committee, reserve requirements for members 
of the Federal Reserve System, the rediscount rate, and avail- 
ability of funds from the home loan banks, and 

(4) The attitudes of investors who have traditionally sought 
other forms of investment and who are not fully aware of the 
opportunities existing in the mortgage loañ field. 


DEMAND FACTORS 


Conversely, if the demand for mortgage money at a given interest 
rate exceeds the supply of such money, then discounts appear in the 
market as an inducement to attract long-term investment funds. 

The demand for long-term mortgage money is affected by the follow- 
ing factors: 

(1) The actual shelter needs of American families; 

(2) The mood of these families as conditioned by social goals, 
salesmanship of the home seller, and the availability of and desire 
for other consumer durable goods as well as soft goods; 

(3) The level and stability of family income; 

(4) The attractiveness of mortgage loan terms, i. e., down- 
payment and monthly payment; and 

(5) The mood of speculative home builders as expressed by the 
scope of their building programs. 


OTHER FACTORS 


All other things being equal, the existence of discounts in the mort- 
gage market and the size of such discounts, would be determined by 
the supply-demand factors discussed above. However, all other 
things are never equal, and discounts are also affected by the following 
additional factors: 

(1) Distance from capital concentration centers.—Areas retaoved 
from the eastern money markets, notably the Deep South, the 
Southwest, and the Far West, must seek capital in the East. 
The mere bringing together of lender and borrower demands a 
“finders” fee, which contributes to the discount. Furthermore, 
this factor compounds the supply-demand pressure which works 
for higher discounts. In recent years, many high-demand areas 
have been low-capital areas. This imbalance results in the 

ayment of discounts by the borrower in high-demand areas to 
enders in high-capital areas. 

(2) Location and condition of property.—Even though FHA 
and VA procedures tend to equalize differences in location and 
condition of the mortgage security through their determination 
of value, lenders nevertheless are influenced in their discount 
p by their own estimates of the additional risks which may 

e attributable to these factors. 

(3) Term and interest rate of the loan and equity of the borrower.— 
Discounts vary directly with these factors. For instance, a 
72017—56——5 
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30-year, 4 percent, no-down payment loan will invariably demand 
a higher unt than a 20-year, 4% percent, 20 percent-down 
loan. Longer term, low interest, lower equity loans have a 
minimum attraction in the mortgage market. 

(4) Economic condition of the community.—Lenders consistently 
demand higher discounts on loans associated with properties in 
rural or semirural areas or in areas where economic conditions 
may indicate possible instability. (This factor frequently causes 
a total lack of funds at the maximum interest rates permitted 
under VA and FHA statutes.) 

(5) Foreclosure costs.—Higher foreclosure costs in some areas 
are causes for higher discounts in those areas. 



















THE CURRENT SITUATION 





SUPPLY OF MORTGAGE MONEY 


From the standpoint of money supply, the following facts are 
pertinent in the current market: 

(1) The annual rate of net personal saving has declined 
steadily from a rate of $21 billion in the first quarter of 1954 to 
$15.7 billion in the third quarter of 1955; or, expressed as a ratio 
of saving to disposable income, from 8.3 to 5.8 percent in the 
same period (p. 5, Economic Indicators, November 1955). 

(2) The weekly average of daily purchases of United States 
securities bought by the Federal Reserve System has declined 
from an average of about $25.3 billion in the first quarter of 1954 
to about $24 billion in the third quarter of 1955; and the average 
throughout 1955 has been under $24 billion (p. 5, Federal Re- 
serve Charts, November 1955). 

(3) The Federal Reserve discount rate has been raised four 
times—-from 1 to 1% percent to 2 percent to 24 percent, and, to 
2% percent—since March 1955. The Treasury bill rate and. the 
short-term commercial paper rate have followed the rise in the 
Federal Reserve discount rate (ibid., p. 22). 

(4) Bond yields—corporate, United States Government, and 
State and local government—have risen noticeably since the 
second quarter of 1954 (ibid, p. 25). 

(5) Required reserves of all member banks of the Federal 
Reserve System rose sharply throughout the last 6 months of 
1954, from about $17.6 billion to about $18.7 billion; were 
allowed to fall slightly in the first 3 months of 1955, from about 
$18.6 billion to about $17.9 billion; and have risen since March 
1955 from about $17.9 billion to about $18.4 billion (ibid, p. 4). 

(6) Consumer installment credit outstanding has risen about 
$5.3 billion since March 1954, and in the same period total short- 
апа intermediate-term credit outstanding has risen about $7 
billion (ibid, p. 43). 
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(7) On September 8, 1955, the Federal Home Loan Bank 

Board instructed the home loan banks to reduce their lending to 

the member institutions. This action effectively shut off bank 

credit as a supplement to the savings on deposit in the member 

institutions. Subsequently the Federal Home Loan Bank Board 

has liberalized its lending policy. (See Federal Home Loan Bank 

Board, p. 83.) 

All the above forces, present ‘in the economy since early 1954, have 

tended to reduce the supply of long-term mortgage money and to 
increase discounts in the mortgage market. 


. 


DEMAND FOR MORTGAGE MONEY 


During the same time that the supply of mortgage money has been 
diminishing, the demand has increased. ‘The following facts are 
indicative of this demand: 

(1) Nonfarm dwelling units started in the first 8 months of 
1955 were well ahead of the like period in 1954 (Federal Reserve 
Charts, November 1955, p. 64). 
starts have fallen off. 

(2) The monthly rate of nonfarm residential mortgage record- 
ings increased from $1.35 billion in January 1954, to $2 billion 
in January 1955, and to a peak of $2.7 billion in Julv 1955 (ibid., 
p. 41). 

(3) The dollar value of real-estate mortgages held bv life- 
insurance companies, mutual savings banks, and savings and 
loan associations has risen over 25 percent since January 1954 
(ibid., p. 21). 

(4) Disposable personal income has increased steadily since 
late in 1953 (ibid., p. 48). 

(5) The overall Consumer Price Index has remained stable and 
declined slightly since January 1954 (ibid., p. 68). 

All the above forces, present in the economy since early 1954, have 
tended to increase demand during a period of decreasing supply, thus 
exerting an upward pressure on discounts. 


Recently, however, housing 


CURRENT DISCOUNTS 


There is no organized market for mortgage loans. Prices are 
established at the time of each individual transaction and there is no 
public quotation of offerings to sell or to buy. The only readily 
available information on this market is the purchase price schedule 
for secondary market operations of the Federal National Mortgage 
Association. 

Under existing law, the FNMA is directed to establish its purchase 
prices at the market price for the particular class of mortgages involved. 
Pursuant to this direction, the FNMA publishes from time to time a 
schedule of prices which it will pay for FH A-insured or V A-guaranteed 
mortgages. The most recent price schedules applicable to the States 
shown in the “note to the agency manager" to be effective on March 
10, 1955, follow: 
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These price schedules purport to represent the “market price” for 
the several categories of mortgages. ‘These categories are roughly as 
follows: 

(1) Geographic preferences.—Discounts vary up to 2. percent 
solely attributable to the State in which the mortgaged property 
is located. 

(2) Equity preferences.—Discounts vary up to 2 percent solely 
attributable to the amount of the mortgagor's equity. 

(3) Term preferences.—Discounts vary one-half of 1 percent on 
& basis of whether the mortgage runs up to 25 years or more than 
25 years. . 

(4) Transaction fee.—All mortgages are discounted one-half of 
1 percent as a transaction fee. 

(5) Principal amount and construction standards preferences.— 
Discounts vary up to one-half of 1 percent based on whether the 
mortgage is or is not insured under FHA section 203 (i)—a low 
cost, minimum standard program. 

Thus, the range of discounts demanded by the FNMA range from 
one-half of 1 to 5% percent dependent upon these 5 factors. As an 
example, the FNMA pays its top price for an FHA, 4% percent, 10 
percent downpayment, 25-year mortgage insured under section 203 (b), 
and secured by property in Illinois. The discount on’such a mortgage 
is one-half of 1 percent—the amount of the transaction fee. 

On the other hand, the lowest price offered by FNMA is for an FHA, 
4¥% percent, minimum downpayment, 30-year, mortgage insured under 
section 203 (i), and secured by property in Puerto Rico. The discount 
on such a mortgage is 5% percent. 

It can be said that the FNMA purchase price schedule “pegs” the 
market to a limited extent. The limitation is caused by an additional 
“cost” involved in selling mortgages to FNMA. Each seller is required 
to purchase FNMA stock in the amount of 3 percent of the principle 
amount of the loan. Thus, if the price schedule of the FNMA actually 
represents the current “market price,” the FNMA cash outlay to the 
mortgage seller is still 3 percent below the “market.” 

It is reported that FNMA stock is worth only 50 cents on the dollar. 
(Statement made by Mr. Thomas Coogan, an expert participant in 
the recent hearings held by the subcommittee.) Therefore, the effec- 


tive price paid by FNMA can be calculated as roughly 1% percent 
below the “market” as represented by the FNMA price schedules, 
This enables other long-term investors to demand discounts up to 
1% percent higher than FNMA. 
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VOLUNTARY HOME MORTGAGE CREDIT PROGRAM 


In 1954, the Congress (by Public Law 560, 83d Cong.), created the 
voluntary home mortgage credit program to facilitate the flow of 
funds for FHA-insured and VA-guaranteed loans into areas or com- 
munities where there may be a shortage of local capital or inadequate 
financial facilities. 

This program is sponsored by private lending institutions and is 
under the general supervision of the National Қамын» Mortgage 
Credit Extension Committee, which endeavors to bring together 
eligible borrowers and willing lenders. The committee consists of 
the Administrator of the Housing and Home Finance Agency as 
chairman and 14 other persons representing financial institutions, 
builders of residential properties, and real-estate boards. 

In order to become eligible for a loan, the proceeds of which must 
be used for the construction or purchase of a family dwelling or 
dwellings, the applicant is required to show 

1. That application for such a loan has been made to at least 
Е two private tending institutions as may be reasonably accessible 
to the applicant; 

2. That the applicant has been informed by the private 
financing institutions that funds for mortgage credit on the loan 
are unavailable, and; 

3. That the applicant is eligible for insurance or guaranty 
under the Servicemen’s Readjustment Act of 1944, as amended, 

pti or consents that the mortgage to be issued as security for the loan 
E be insured under the National Housing Act, as amended. 

| Each lending institution taking part in the program is free to apply 

its own credit standards. 

Approximately 1,600 lending institutions have registered as 
VHMCP participating lenders. They range in size from large life- 
insurance companies to smalltown banks and savings and loan 
associations. though there are available no precise figures to show 
the number of loans made by individual insurance companies, there 
are approximately 100 insurance companies participating in the 
EE Approximately 90 percent of the total loans made to date 

ave been by insurance companies. Approximately 50 percent of 
the insurance company loans have been made by 6 or 7 of the larger 
insurance companies: 











































Number of loans made 


| Таппагу- 
October | October 
Type of lender: | | 

Savings and loan а550с8018--.-.-.------------------ 4 | 204 
Commercial Danks. ..-..........---.-...------. Аааа | 9 | 88 
А аа седан» 1,554 | 6,104 
Quac on Mice deua colui e agen A QS dé o qiu Ed qa cie du e aai qiiis | S 2 
ortgage com БА Сы ыы oe А Ы. 7 
ааа наса А — —— 1 
аон аа Sok атайн | 1,592 | 6, 988: 
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Tables 19 and 20 summarize the activity of the program through 
November 30, 1955. 


TaBLE 19.— Number of loans made, voluntary home mortgage credit program, by 
regions, through Nov. 30, 1955 


























Owner-occupant Lender appli- m Builder appli- | Total 
applications cations cations | 
Regions ныла E 
Through |; Ё Through |y T | Through |, a 
Мот. 30 Nov. 1 "1 Nov. 30 . 1-30 Nov. Nov. 1- 30 Nov. 30 Nov. 1-30 
| 
| | 
а а 195 45 0 0 | 0 0 195 45 
илт 161 21 | 0 | 0 * 23 0 184 21 
HI. . к» ба 244 | 61 | 0 | 0 34 | 0 278 61 
ІІ. 440 87 0 | 0 87 | 21 527 108 
ия 924 | 270 | 4 0 | 64 | 5 | 997 | 275 
VE 3 806 | 177 0 0 35 25 | 841 | 202 
Үй... X 613 | 141 | 0 0 | 189 | 154 | 802 | 295 
УШ..... | 802 | 208 | 0 0 | 39 | 20 841 228 
n. Š n 976 | 220 | 0 | 0 | 209 | 0! 1,485! 220 
Жы; 5 42424 287 77 0! 0! 0! 0! 287 | 77 
XI.. caver’ 883 | 125 | 0 | 0 | 0 | 0 883 | 125 
XII... | 414 | 106 | 0! 0! 171 | 3 585 109 
BENE RS See 258 | 62 | 0 0! 243 0 501 | 62 
XIV. у | 24 | 37 | 14 | 0 | 26 | 1 | 264 | 38 
ЖҮ... 492 | 128 | 0 | 0 | 0 | 0 | 492 | 128 
XVI 202 | 52 0 | 0 | 106 | 0 308 | 52 
Total. 71,921 | 1,817 | 23 | 0 | 1, 226 | 229 | 9, 170 | 2,046 


I 


TaBLE 20.—Dollar amount of loans, voluntary home mortgage credit program, by 
regtons, through Nov. 30, 1955 


| 


| 
| Owner-occupant appli- | 


catione Lender applications| Builder applications Total 




















|... pee — — — —⸗ a ———— w у и 
| 1 | i 
Through | уу 4 Through | | Through |... | "Through 4 4 
| Nov. 30 | Nov. 1-30 | Noy. 39 | №. 1-30) моу, 30 | Nov. к», Хоу.30 | Nov. 1-30 
| | | | | | | 
I..........| $1,208,941 | $251, 158 0 | 0 | 0 | 0 | $1, 208, 941 | $251,158 
Hl... -| 1,196, 873 140, 334 0! 0 $275, 000 | 0| 1,471,873 | 140, 334 
HI. .| 1,818,882 524, 240 0 | 0| 352,100 | 0| 2,170,982 | 524, 240 
à Aum | 3,733,875 753, 925 0 | O| 723,450 | $167, 200 | 4,457,325 | 921,125 
У: | 7, 601, 295 | 2,275, 282 | $75, 050 0 521, 950 | 48, 750 | 8, 198, 295 | 2,324, 032 
Ж. њи 7, 293, 093 | 1,779, 303 0 | 0 | 296, 250 218,250 | 7,591,343 | 1,997,553 
VIL.......| 4,215, 131 | 1,045, 763 0 | 0 | 1,843, 050 | 1, 504, 250 | 6, 058, 181 | 2, 550, 013 
УШІ.......) 6, 285, 004 | 1, 634, 395 0 | Of 430,150 | 252,000 | 6,715,154 | 1,886, 395 
сс. | 7,540, 219 | 1, 714, 630 0 | 0 | 2,466,137 0 | 5,356 | 1,714, 630 
E. .| 2,305,851 | 620,264 0 | 0 | 0| 2,305,851 | 620, 264 
* | 6, 772, 395 939, 968 | 0 | 0 | 0 0| 6,772,395 | 939,968 
ЖЕ” | 3, 522, 659 889, 860 | 0 | 0 | 1,418, 695 28,395 | 4, 941,354 | 918, 255 
EX ais 2, 096, 369 516, 950 0 | 0 | 2, 033, 902 | 0| 4,130,361 | 516,950 
AA o 2, 017, 820 336,250 | 184,700 | 0 300, 750 | 14,250 | 2,503,270 | 350, 500 
XV. | 4,240,467 | 1,080,837 | 0 | 0 | 0 | 0| 4, 240,467 | 1,080, 837 
ЖИ | 1,888,765 | 492, 225 | 0 | 0 | 1,349, 800 | 0! 3,238,565 | 492, 225 
I 
Total....| 63, 737, 639 | 14, 995, 384 | | 259,750 | 0 | 12,013, зи | | 2,233,095 | 76,010, 713 | 17, 228, 479 
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COLLEGE HOUSING 


ess inaugurated in the National Housing Act of 1950 a pro- 
gram. desi to assist institutions of higher learning with the de- 
velopment of housing facilities. This program (title IV of the Hous- 
ing Act of 1950, Public Law 475, 81st Cong.) authorized long-term 
loans at low rates of interest for the construction of dormitories, 
apartment houses, and single dwellings as well as for the rehabilita- 
tion, alteration, conversion or improvement of existing structures. 
Since this program was enacted almost at the outset of the Korean 
conflict, it did not become generally effective until 1953. 

Congress liberalized the program in the Housing Act of 1955. 
Title III of the Housing Act of 1955 (Public Law 345, 84th Cong.) 
expanded the program to cover loans for such other revenue-producing 
educational facilities as cafeterias, dining halls, student centers, and 
infirmaries, but excluded stadiums and gymnasiums. In addition, 
the total ceiling on such loans was increased from 300 to 500 million 
dollars, and the amendment made specific provisions to bring junior 
colleges and educational or philanthropic corporations within the 
scope of the program. With the 1955 amendments, the program has 
shown a sharp upturn. 

As table 21 reflects, there were no loans made during the fiscal year 
1951. Between July 1, 1952, and June 30, 1955, a total of 200 appli- 
cations, with an aggregate value of $158.6 million, including rescissions, 
were approved. his also indicative from the table that under the 
more liberalized terms, the program has accelerated appreciably, with 
41 applications having a loan value of $31,215,000, approved between 
July 1 and December 16, 1955. 


TABLE 21,—College-housing program— Statistics of operation 
[Dollar amounts in millions} 











пинок | кирерин of | Loans approved 1 
Period : | А Яаа 
Number | Amount Amount | Number | Amount 
=. ыы ШЫНЫ. Ды мыд u T. 
Fiscal year | 
MEME e aaa a зн 95 88.1 213.2 25 | 23.3 
БЕСТЕ ee 119 79.9 119.0 | 7 66.7 
о. 125 74. 5 144.5 | 41 25. 9 
B ЦИЕ о. 25 110 69.2 334.2 | 63 | 42.7 
Month (1955): | | 
Ем ы.а; 13 9.8 17.9 | 4 | 2.2 
И анса ве анана п 19. 4 10. 2 | 6 | 3.7 
September... 32 46. 7 16.0 | 71 4.2 
а 42 42.1 13.7 | 12 | 8.5 
November 69 82.4 17.6 | 7 | 6.4 
December (Dec. 16) 41 | 35.7 13.5 | 5| 6.2 
1! Includes rescissions. 
3 Outstanding at June 30. 


Source: Community Facilities Administration, Housing and Home Finance Agency. 


As of December 16, 1955, a total of $256,238,000 of the $500 
million authorized had been committed for college housing loans either 
as loans approved or reservations. 
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PUBLIC FACILITY LOANS PROGRAM 


The purpose of the public facility loans program is to authorize 
the extension of credit to assist in the provision of certain essential 
public works or facilities by States, municipalities, or other political 
subdivisions of States, where such credit is not etherwise available on 
reasonable terms or conditions. 

Title II of Public Law 345, 84th Congress, approved August 11, 
1955 (Housing Amendments of 1955) authorized the Housing and 
Home Finance Administrator, acting through the Community Facili- 
ties Administration, to make loans to, or purchase the securities of, 
States or their political subdivisions to finance specific public projects 
under State or municipal law. Such loan or purchase, however, can- 
not be made for the payment of ordinary governmental or nonproject 
operating expenses. 

Public Law 345 included the following restrictions and limitations: 

No financial assistance shall be extended under this section unless the financial 
assistance applied for is not otherwise available on reasonable terms, and all securi- 
ties and obligations purchased and all loans made under this section shall be of 
such sound value or so secured as reasonably to assure retirement or repayment, 
and such loans may be made either directly or in cooperation with banks or other 


lending institutions through agreements to participate or by the purchase of 
participations or otherwise. 


No securities or obligations shall be purchased, and no loans shall be made, 
including renewals or extensions thereof, which have maturity dates in excess of 


40 years. 

Section 202 of the act provided for a priority in the processing of 
applications for financial assistance in the construction of basic public 
works of smaller municipalities for which there is an urgent and vital 
public need. 

“Smaller municipality” is defined as an incorporated or unincor- 
porated town or other political subdivision of a State which had a 
population of less than 10,000 inhabitants at the time of the last 
Federal census. 

To carry out the objectives of the program, the law authorized the 
Administrator to issue to the Secretary of the Treasury notes and 
other obligations not to exceed $100 million. The law provides that 
such notes or other obligations bear interest at a rate determined by 
the Secretary of the Treasury. 

The following basic interest rates have been established and provide 
for a one-eighth of 1 percent increase or decrease in the basic rate for 
each respective increase or decrease of the maturity period: 

(a) General obligation bonds: 3% percent. 
(6) Revenue bonds or other types of obligation: 4% percent. 

The interest rates currently in effect were based upon the average 
current price for municipal bonds and long-term Government securi- 
ties as reflected by indexes prepared by leading market analysts. It 

is intended that the interest rates charged by the Government under 
this program will be revised as conditions warrant. 
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The following schedule summarizes the progress of the public fa- 
cility loans program as at December 15, 1955: 


———————— — — —— —— waris 


| Number | Amount 


— — — — — — — аи SOT ГЕ — — — 


15 $1, 476, 000 


Applications under review ____- 
Applieations under preparation 


16 3, 013, 000 


TEN. a Sa 4, 604, 000 


Applications approved : ИЕ 223 2 115, 000 
| | 
| 
| 


33 | 
| 


The two applications approved: were: 


— —— — — — — — — — —  —P- — — — 


Date approved | Location and purpose | Amount 


July 1955 !...__._- А: 4 ..| Salem, Ark., for water system... __. 3 | $66, 000 
December 1955.... : | Mission, S. Dak., for sewage facility | 49, 000 


Total approved applications... ... | ; v aided cae -------.| 115, 000 


1 Approved July 19, 1955, under Publie Law 163, 83d Cong. and transferred on Nov. 30, 1955, to Public 
Law 345, 84th Cong., for administrative purposes. 





ADVANCES FOR RESERVE OF PLANNED PUBLIC WORKS 
PROGRAM 


The current (third) program of advances for a reserve of planned 
public works was established by section 702, Housing Act of 1954, 
Public Law 560, 83d Congress, approved August 2, 1954, and was 
amended by section 112, Housing Act of 1955, Public Law 345, 84th 
Congress, approved August 11, 1955. 

The balances of funds remaining from the initial programs (first 
program, Public Law 458, 78th Cong. approved October 3, 1944, 
and the second program, Public Law 352, 81st Cong., approved 
October 13, 1949) were transferred to a revolving fund for liquidating 
programs under the supervision of the Administrator of the Housing 
and Home Finance Agency by the Independent Offices Appropria- 
tion Act, 1955, Public Law 428, 83d Congress, approved June 24, 1954. 

The current (third) program, as amended, was established to achieve 
the following objectives: 

1. To encourage municipalities and other public agencies to 
maintain at all times a current and adequate reserve of planned 
public works the construction of which can rapidly be commenced, 
particularly when the national or local economic situation makes 
such action desirable; and 

2. To help attain maximum economy and efficiency in the 
planning and construction of public works. 

The Administrator of the program (Community Facilities Commis- 
sioner, under the supervision and direction of the Administrator, 
HHFA) was authorized by the Housing Act of 1954, as amended, to 
make advances to public agencies to aid in financing the cost of en- 
gineering and architectural surveys, designs, plans, working drawings, 
specifications, or other action preliminary to the construction of 
public works. 

In order to provide moneys for advances to public agencies a $48 
million revolving fund was established by the Housing Amendments 
of 1955 to comprise all previous or subsequent appropriations made 
available for the current (third) program. The Housing Acts of 1954 


and 1955 authorized appropriations to be made in the following 
amounts: 





Million 

Fa Wi о аа а оараг $10 
2. Housing Act of 1955, to be made available on or after July 1, 1956____ 12 
3. Housing Act of 1955, to be made available on or after July 1, 1957____ 12 
4. Housing Act of 1955, to be made available on or after July 1, 1958____ 14 
ZO ЛЭГ Хи о а аа ша и пење аса насликани 4 48 


Additional sums were authorized to be made available from year 
to year as may be estimated to be necessary to maintain not to exceed 
$48 million in undisbursed balances in the revolving fund and in out- 
standing advances. 
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Funds have been appropriated, totaling $4,500,000, as follows: 


1. By the тыме Appropriation Act, 1955, Public Law 663__ $1, 500, 000 
2. By the Independent Son Act, 1956, Public Law 112, 
84th Cong., approved June 30, 1955 3, 000, 000 

The Housing Act of 1955 incorporated the following provisions and 
limitations: 

1. The making of advances shall not commit Congress to appro- 
кезде funds to assist in financing the construction of any planned 
works. 

2. Advances outstanding to public agencies in any one State 
shall not exceed 10 percent of the aggregate then authorized to 
be appropriated to the revolving fund. 

3. No advance shall be made with respect to any individual 
project unless it is planned to be constructed within a reasonable 
period of time, unless it conforms to an overall State, local, or 
regional plan approved by a competent State, local, or regional 
authority, and unless the public agency formally contracts with 
the Federal Government to complete the plan preparation 
promptly and to repay such advance or part thereof when due. 
Subsequent to approval and prior to disbursement of any Federal 
funds for the purpose of advance planning the applicant shall 
establish a separate planning account into which all Federal and 
applicant funds estimated to be required for plan preparation 
shall be placed. 

4. Advances under this section to any public agency shall be 
repaid without interest by such agency when the construction of 
the public works is undertaken or started; provided, that if the 
public agency undertakes to construct only a portion of a planned 
public work it shall repay such proportionate amount of the 
advances relating to the public work as the Administrator deter- 
mines to be equitable; and provided further, that in the event 
repayment is not made promptly such unpaid sum shall bear 
interest at the rate of 4 percent per annum from the date of the 
Government’s demand for repayment to the date of payment 
thereof by the public agency. 

The following adu and tables indicate the progress of the 
program as submitted by the Community Facilities Administration 
as at December 28, 1955: 

Status of funds 


Authorizations to date per Public Laws 560 and 345 


Appropriations to date per Public Laws 663 and 112 
Commitments: Approved advances net of cancellations. ! $233, 162 
Expenditures 


Unexpended balance 


1 As detailed on tables 22 and 23. 
3 Identified on table 23. 
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Community FACILITIES ADMINISTRATION 
TABLE 22.— Status of program of advances for public-works planning, Dec. 28, 1955 



































Amount of Estimated 
Number | “advance total cost 
'Total advances approved. ...... š à ый 25 $263, 162 $36, 436, 866 
Адуапсез сапсејед_________-_----- M | 3 30, 000 7, 000, 000 
Net approvals. ............. | 22 | _233, ‚162 | 29, 436, 866 
Approved advances, by type: | 7 1 bd | E 
Sanitation and water facilities. .... * 12 | 81, 228 | 9, 686, 331 
Schools and other educational facilities _- ba 4 | 43, 557 | 4, 685, 355 
Other public buildings.......... sal 2 23, 500 | 2, 250, 000 
Highways, roads, and streets | 2! 32,377 4,948, 680 
Miscellaneous...... + 2 | 52, 500 | 7, 866, 500 
Total........ | 2| 2 = | 20, 436, 866 
Approved advances, by State: É р | Y PESTA ои 
Б Ла a | 2 | 21,957 | 2,505,355 
Idaho..... 1 | 10, 000 | 1, 000, 000 
Пйпоїв.... 3 | 40, 000 | 8, 890, 000 
Iowa...... „аә 1| 900 | 50, 000 
Massachusetts... 1 2, 000 | 441, 100 
МАНА... $ 524044444р 4468 1 2,750 | 55, 000 
Montana.. сл 1 26, 500 | 4, 361, 000 
Oregon _. ЗЕ. 3 | 23, 100 | 2, 328, 700 
Pennsylvania. ах | 3 29, 420 | 2, 941, 961 
Rhode Island. .............. 1 | 9, 935 | 600, 000 
South Dakota... ........--. 2 | 31, 000 | 2, 500, 000 
УВ, Е 1 | 7, 500 | 750, 000 
Wisconsin. ........... 1 | 3, 100 227, 250 
ЖОННИ... гайг 1| 25, 000 | 2, 766, 500 
ЛЭН... ас 4 ай 22 | 233, 162 | 29, 436, 866 
COMMUNITY FACILITIES ADMINISTRATION 
TABLE 23.—Individual project information 
Amount | 
Estimated Estimated con- 
Type Location | of 
| advance total cost | struction date 
Sewerage facilities............ | Twin Falls 4»... ын ЕЭ $10, 000 | $1, 000, 000 | Spring 1956. 
Эн Denn. =. 10,000 | 3,300,000 
BB. ord ddéke edle ра Cheb ЈИ бо eee nada enin | 2, 500 490, 000 ои 1956. 
рн wawapa mita Зы вые 2, 000 441, 100 | 1956, 
ДА око аи Buchanan, Mich. ............. 2, 750 55, 000 | 1956. 
ое и Jacksonville, Oreg............ 1, 500 168, 700 | 1956. 
DEL uL eI. East Stroudsburg, Pa........ 16,977 | 1,697,716 — or early 
57. 
MN o. Prairie du Chien, Wis......... 3, 100 227,250 | September 1956. 
Water facilities сын Batavia, Iowa................ 900 50,000 | October 1955. 
НЕЕ АЕ ЗОНЕ East Stroudsburg, —J—— 6, 566 656, 565 - ну or early 
la ЦУЛ Portsmouth, R B l. 9,935 600,000 | 1956. ` 
По оре -| Aberdeen, 8. Dak............. 15,000 | 1,000,000 | 1956. 
Ree Near Pittsburg ON... Е 9, 457 1, 079, 105 | 1956. 
High-school auditorium. ..... Contra Costa County, Calif. | 12, 500 | 1,446,250 | 1956. 
Administration building..... University of Oregon, Eu- 1 6, 600 660, 000 | 1957. 
gene, Oreg. 
Physics-chemistry building... a State College, Cor- 15,000 | 1,500,000 | 1957. 
Street improvements......... East aedes, Bu oue pides 5,877 587, 680 M 2" or early 
1231:1:1::4.11::41 Great Falls, Mont............| 26,500 | 4,361,000 | April 1956. 
Municipal auditorium. ...... apid 1 Си, К. ЗЕ. Бэх: 16,000 | 1,500,000 | Spring 1956. 
ааа urch, МИЛЛИ 7, 500 750, 000 — on refer- 
endum. 
Dock facilities...............- — ABE. sss 25, 000 | 2,766, 500 | June 1956. 
иаа ^ Зита ЕН 27,500 | 5,100,000 | January 1957. 
WS OP bue... ¿u 22 12... u S S... l. 233, 162 | 29, 436, 866 





Expended in November 1955 in the amount of $6,571. 
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THE GI LOAN PROGRAM 
How Ir OPERATES 


The Veterans’ Administration program providing credit assistance 
for veterans of- World War II and the Korean conflict for loans for the 
р or construction of homes, farms and business property derives 

rom title III of the Servicemen’s Readjustment Act of 1944, as 

amended. The original act, approved June 22, 1944, has been 

implemented by a substantial number of subsequent amendments 

D comprise the legal framework under which the program operates 
ау. 

The Gl loan program is a plan to encourage private lenders to make 
loans on favorable terms to veterans, generally for the purchase, 
construction, repair, alteration, or improvement of homes, farms, or 
businesses. The encouragement extended is the guaranty of part of 
the veteran’s debt by the Veterans’ Administration, so that in the 
ease of default. and. foreclosure, the exposure of the lender is 


The benefit to the veteran comes in the form of a loan with a 
relatively low interest rate (currently 4% percent), a longer maturity 
period (currently up to 25 years), and a small initial downpayment 
(currently as little as 2 percent). Private lenders would not and 
most. investors could not make loans on such favorable terms without 
the accompaniment of a Government guaranty, which in its operation, 

‘GI loans in a preferred investment category. In diversified 
investment portfolios, the GI loan takes a place alongside other 
Government obligations, and provides a return of 4% percent less the 
costs of servicing. 

Since the inception of the loan guaranty program as part of the 
original GI bill in 1944, the great bulk of its activities have been con- 
cerned with home loans. Consequently, the following paragraphs are 
devoted to the operation, administration, and outlook for this type 
of GI loan, although the farm and business loan programs have served 
nearly 300,000 veterans with almost $900 million of advantageous 
financing. In comparison, however, through November 1955, 
4,200,000 veterans have obtained over $32 billion of home financing. 


Direct Loans 


. In rural and remote areas where institutional mortgage lenders 
infrequently operate, veterans have had м difficulty in arranging 
1 , 


GI loans. Recognizing this financial void, the Congress has author- 
ized the VA to make direct loans for the purchase or construction 
—— alterations or repairs) of a home or a farm with a farm- 
house where private capital was not available. In such cases, 
veterans may apply directly to the Veterans’ Administration for 
financing assistance. 


76 
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Since the Voluntary Home Mortgage Credit Program was estab- 
‘lished, pursuant to the Housing Act of 1954 (Public Law 560, 83d 
‘Cong.), to increase the mobility of funds flowing into remote areas, 
the Veterans’ Administration has been referring all veterans seeking 
direct loans to the appropriate regional committees of that program. 
Under current дээл, VHMCP is given 45 days in which to 
find a private lender willing to make a loan on the terms required. 
If no lender can be found within that time, the veteran may then 
take steps to arrange a direct loan with the Veterans’ Administration. 
The various eligibility requirements are the same for veterans who 
buy or bui] with the aid of a VA direct loan as for those who employ 
guaranteed loans from private lenders; the only difference being that 
the Veterans’ Administration takes over the role of the lender instead 
of the guarantor. 

It is of interest to note that most of the GI loans offered by 
private lenders cooperating with the voluntary home-mortgage-credit 
program involve the payment of a discount or fee to the lender to 
provide a higher yield than that of the contract GI loan rate (4% 
percent) and to compensate for the inconvenience and expense of 
lending in remote areas. Since such fees and discounts may not be 
paid by the veteran under VA regulations, and because they may not 

roperly be included in the reasonable value, they must be absorbed 
ы the.seller, broker, or builder. Whenever-those parties to the deal 
refuse to pay or absorb the required discount, the Veterans’ Adminis- 
tration will likewise decline to make a direct loan to the veteran, if 
the size of the discount solicited is “reasonable” (not over 2 percent), 
and if such discounts are customary in the nearest metropolitan area 
where GI loans are commonly made. 

The operation of this rule sometimes serves to deny veterans the 
opportunity: of purchasing the house of their choice in remote areas, 
but according to the VA, it has been invoked in an effort to put the 
veteran in nonmetropolitan localities on a parity with those in urban 
centers and to aid in carrying out the congressional intent which 
enacted the voluntary-home-mortgage credit program. 


PAYMENT OF LENDER CLAIMS 


Rules have been established to govern the manner in which settle- 
ment will be made with lenders who file claims under their guaranty 
contract following insoluble defaults by mortgagors. An example of 
how the guaranty contract operates in a typical case will best serve 
to explain the method of security liquidation. 

Assume that a $10,000 loan was guaranteed by the VA to the 
extent of 60 percent or $6,000. At the time the holder determines 
that the default is incurable and that a claim for the guaranty 
should be filed the loan balance is $9,800. The VA would pay a 
guaranty claim of $5,880 (60 percent of the loan balance). After 
receiving the guaranty payment the balance of the indebtedness due 
the holder would be $3,920 and so long as the value of the property 
does not decline below this figure plus foreclosure expenses, the 
holder will not suffer a loss. For purposes of illustration let us assume 
further that the foreclosure expenses plus interest to the date of the 
foreclosure sale would amount to $380 so that the holder would have 
a total remaining investment of $4,300. 
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‚‚ In advance of the foreclosure sale the VA has an appraisal of the 
ргорегіу made to determine its current value and on the basis of 
such appraisal it will specify the amount which the holder must 
allow in its final accounting relating to the sale of the property. In 
the example at hand assume that the VA determines the value of the 
property is $9,500, and that this figure is specified as the amount for 
which the holder will be required to account. If the holder acquires 
the property by bidding no more than. $9,500 it ney elect to convey 
the property to VÀ, and in return it will be paid the balance of the 
inde ess due it ($4,300) plus conveyancing expenses. Alter- 
natively, it may elect to retain the property and refund to VA the 
difference between the amount due the holder ($4,300) and the speci- 
fied amount ($9,500) or $5,200. Since VA paid a guaranty claim of 
$5,880, its net loss would be $680 if the holder retained the property 
and a similar amount if it were conveyed to VA and resold for the 
net amount specified. The difference between the aggregate indebt- 
edness and the specified amount would represent an indebted- 
ness due the Government by the veteran. This would be $680 in 
the illustrative case. 

In the majority of cases, lenders elect. to convey security property 
to the VA, which in turn places them on the market for sale at current 
price levels. In localities where private real-estate brokers are avail- 
able, the VA lists its acquired properties with them, and pays the 
customary sales commission. It is generally VA policy to sell such 
houses in an “as is” condition, and it is often found expedient to hold 
them vacant for sale in order to facilitate liquidation. 

Since the veteran is credited with the current fair value of the 
property on the books of the lender at the time of foreclosure, any 
subsequent profits or losses experienced by the VA in its property 
management activities are not reflected back on its account with the 
veteran, who generally remains liable to the Government for the net 
cost of settlement with the lender under the guaranty contract. 


Tue Recorp or THE GI LoAN ProGram TO DATE 


During the 11 years that GI home loans have been authorized, more 
than 4,200,000 veterans have obtained over $32 billion of such loans 
from private lenders, and in addition more than 71,500 veterans have 
obtained over $510 million of direct loans from the Veterans’ Ad- 
ministration. 

The availability of adequate supplies of funds for GI loans in 1954 
and 1955 has made it possible for an average of nearly 57,000 veterans 

‚рег month to make application for the purchase of homes with VA- 
assisted financing between August 1954 and October 1955. This is 
the longest sustained period of high-level activity in the history of the 
program. During most of 1955, nearly 1 out of every 3 new houses 
Started was inspected by VA compliance inspectors, and GI loans 
financed the purchase of about 35 percent of the houses completed. 

e repayment record on these loans has been excellent. More 
than 760,000 home loans have been reported to VA as paid in full. 
Delayed reporting of others may bring the current total to more than 
800,000. e initial principal amount of the 760,000 loans was about 
$44 billion. The guaranteed home loans on which VA has been 
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asked to pay a claim as a result of insoluble defaults have been less 
than 24,000 in number, or about one-half of 1 percent; the net amount 
of those claims was slightly more than $18 million, or less than six 
one-hundredth of 1 percent of the amount originally loaned. 

The direct loans have made as enviable a record, although on the 
average, they are less seasoned, as they were not authorized until 
6 years after the guaranteed loan program was approved. Thus far, 
about 6,700 direct loans originally amounting to nearly $50 million 
have been sold to private investors with a VA guaranty, and about 
2,000 loans originally amounting to over $12% million have been 
paid in full. The Veterans’ Administration has been required to take 
over the security property in only about 200 cases, and the loss or 
deficiency has amounted to $75,000, or less than two one-hundredth 
of 1 percent of the total amount loaned to date. 


OUTLOOK FOR VETERANS Home LoANs 


About 10 to 11 million World War II veterans have not thus far 
used their loan guaranty entitlement, although it is estimated that 
nearly a million may yet seek to do so before their eligibility expires 
under the present law, on July 27, 1957. 

There are slightly more than 4 million veterans with service during 
the Korean confliet now in civilian life, and their numbers will reach 
5.8 million when all are discharged. So far, only about 250,000 of 
these have used their loan guaranty benefits. It is estimated that 
during each of the next 2 years some 150,000 will do so, and that during 
the remaining years of their entitlement until February 1, 1965, they 
will obtain GI loans at an average rate of 180,000 to 200,000 per year, 
if funds are available. 

Using the experience of World War II veterans as a guide, it should 
be expected that about 2 million Korean service veterans should 
eventually purchase homes with the aid of a GI loan. This recognizes 
that probably another million or more will purchase homes with other 
types of financing, either through preference or because of the unavail- 
ability of funds for GI loans in their community at the time the loan 
is sought. 

Looking into 1956, it is difficult to predict whether the flow of 
investment funds available for home mortgages will be as large 
as in 1955. There are, of course, many uncertainties that must be 
resolved as the year unfolds, not the least of which is whether the 
share of loan repayments and new net savings will be channeled into 
new GI loans in the same proportions as in 1955. To the extent that 
mortgage yield requirements are higher in 1956, the flow of funds for 
GI loans will be less, and veterans will be limited in their home 
pee opportunities or required to accept less desirable types of 
oans. 

It is reasonable to expect that the excellent repayment record that 
veterans have established will be maintained, not only through 1956, 
but until their loans are liquidated, providing current high levels of 
income and employment continue over the next two or three decades. 
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Summary statistics covering the VA-guaranteed loan program are- 
presented in tables 24, 25, 26, and 27. 


TABLE 24.—New dwelling units started 


Units started under VA and FHA compliance 
inspections 


БЕЕН ЕЗЕР 
2828 | S253 

5! яғына ЗЕЗЕВ 
5|3| 3282 22822 


883 | #352 | #38 
| 
Ë 
| 


1 Estimated. 
2 Preliminary. 


Souree: U. 8. Department of Labor, Federal Housing Administration, Veterans' Administration. 


TaBLE 25.—Applications received for GI home loans 


| | ! | | 
1952 | 1063 | 1954 | 1952 | 1953 | 1954 


— — — - 1 —— 


| | | 
ЗЕ 25 52 | -------------| 23,316 | 25,453 | 45,586 | 
3 


| 27,155 | 26, 865 | 25,940 | 31,257 | 50, 490 | 
27, 91 | 28,501 | 34,084 | 57, 175 | 
34, 103 | 222. 29) 534 | 26,005 | 57,849 | 


| 41, 916 | Моуешһег......! 30,897 | 28, 118 | 57, 134 
46, 239 li Deeember.......1 27,171 | 23, 864 | 52, 171 


Source: Veterans’ Administration. 
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TABLE 26.—Defau!t trends on V A-guaranteed home loans 


Defaults pending 


pending 
end of 
month 
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TABLE 27.—V.A primary home loans mcn" (exclusive of alteration and repair 
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Source: Veterans' Administration. 








FEDERAL HOME LOAN BANK BOARD 


The Federal Home Loan Bank Board was made an independent 
agency by the provisions of the Housing Amendments of 1955. It was 
formerly a constituent agency of the Housing and Home Finance 
Agency. š 
Of in 1955 housing starts, about 400,000, or 31 percent, will have 
been financed with construction funds provided by the Nation's 
savings and loan associations. 

Permanent mortgage financing volume for both new and existi 
homes, as gaged by the volume of nonfarm mortgage recordings o 
$20,000 or less, should total some $28.5 billion in 1955. Savings and 
loan associations provided over 36 percent of the 1955 financing. 
Comparisons with other years are shown in table 28. 


TABLE 28.—Nonfarm housing starts and total home mortgage activity participation 
by savings and loan associations 





Number of dwelling units | Amount nonfarm mortgages of $20,000 


| or less recorded (in millions) 








| | 




















| 2 Percent of | | 
| | Home con- | construction | | | Percent of 
Nonfarm struction | loans, savings) " 4 
housing loans, al! and loan All lenders be and omens 
s | savingsand | associations | ' rs m n Эг v 
(private) ! loan asso- to housing — "Iun 
ciations starts | | ' 
(private) | | 
| | 
ШКС; 208, 100 39, 300 | 18,9 85,650 | $2, 017 | 35.7 
ZEE 222222 1,352, 200 258, 000 19.1 16,179 5, 060 31.3 
ааа 1, 201, 700 331, 000 27.5 22, 97 9, 312 36.2 
И. 1 400, 000 30.8 28, 500 10, 400 36. 5 
Percent of change, | | 
1955 from — | | | 
1945.... +525 | ЖЕТ; вагонкой 404 АШ Козел» 
Жыры -4 а | +76 аснове 
Оббо +8 | ЭШ льды +24 +25 





1 U. 8. Bureau of Labor Statistics: Total private housing starts cover all residential dwellings. 
? Preliminary. 


The steadily rising proportion of home mortgage business being 
done by savings and loan associations has been due mainly to their 
ability to attract substantial volumes of savings from the public. 
As specialized lending institutions, they have invested their savings 
funds almost exclusively in home mortgages. Their only other major 
investment channel is United States Government securities which 
they hold for liquidity purposes as a supplement to ready cash, rather 
than as a primary source of income 

Member institutions of the Federal Home Loan Bank System com- 
prise about 96 percent of all savings and loan associations in total 
resources. Some of these members regularly obtain advances from 
the district Federal home loan banks for seasonal and other temporary 
needs. Ina number of cases they have borrowed to facilitate lending 
when receipts from savings and other sources were insufficient to meet 
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loan demand. With continued expansion in the economy, associations 
nerally have not as yet been faced with an emergency need to borrow 
ds to meet withdrawals. 

In the 5-year period, 1950-54, member associations had combined 
mortgage portfolios almost equal in volume to their rapidly growin 
sayings accounts (table 29). During this. period the associations ha 
followed the pattern of making new loans roughly equal to the amount 
of mortgage repayments plus net receipts of savings. 


Талвів 29.—Selected balance sheet data, FHLB member savings and loan associations 
{Amounts in millions] 
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Savings Mort 
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In the first half of 1955, the member associations were faced with 
an unanticipated leveling-off in the volume of net savings inflow, 
while the demands for mortgage funds to finance both new and existing 
housing continued to increase. As shown on table 30, below, the net 
amount added to savings in the third quarter of 1955 was actually 
$27 million lower, while net additions to mortgage holdings were 
$384 million greater, than in the same quarter of 1954. 


TABLE 30.—Net gains in savings capital and mortgages held by member savings and 
loan associations 


{Amounts in millions} 


— — — — — 


| Net gain during year 
Savings | Mortgages 
capital held 


| Savings capital | Mortgages held 


1954 | 1955 


$1, 192 
1, 406 
677 
11, 576 
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Those member associations tbat had relied upon a continued strong 
‘savings inflow in making loan commitments made increasing requests 
during the summer of 1955 for assistance in the form of advances from 
their respective district Federal home-loan banks. Through Septem- 
ber, advances outstanding had risen $258 million, or 25 percent, from 
the June 30 level, to a total of $1,275 million (table 31). 


TaBust 31.—Federal Home Loan Bank System assets 


{Amounts in millions] 





Govern- | Advances) у... 
"as Total 
Cash| ment |0 шет- | хода: 

securities bers қ 


1945— December... | $ 


ы ; $21 $118 | $195 | $335 
1950— December +) 199 816 | 1, 058 
1954— December 23 7 | 641 | 867 1, 561 
1955—June 30.......... on * 51 669 1, 017 1, 743 
July 31 ; 6 27 534 1, 061 1,630 
Aug. 31.... 4 . 38 486 1,187 | 1,720 
Бері. 30... š à ; ; š 35 446 1, 275 1, 762 
Oct. 31... ane b ' = 4 42 569 1,344 1, 963 
Nov. 30.. 40 787 1, 364 2, 201 


! Includes other assets. 


In mid-July, a cautionary letter regarding the need for restraint in 
making new loan commitments was sent to the presidents of the dis- 
trict banks. On September 8, the Board instituted a more definite 
policy of tightening credit to members. At that time undisbursed 
commitments of member associations, including loans in process, were 
estimated at $2.4 billion. These policy statements were as follows: 


Home Loan Bank Boarp, 
July 18, 1956, 
Memo 
From: Office of the Chairman. 
To: Presidents of the Federal home-loan banks. 


In my contacts with business and Government people, particularly in the 
Council of Economic Advisers, I find some concern being expressed over infla- 
tionary tendencies observable on the economic horizon. 
being taken of 

(a) The rapidly increasing demand for and use of credit; 

(b) Increases in wage rates without corresponding increases in productivity; 

(c) The large volume of building, resulting in mortgage credit extensions 
at an unprecedented rate; 

(d) Increases in the wholesale prices of building materials. 

For practical purposes the Nation is in a condition of full employment. The 
economy is going ahead at full steam. Now is the time to appraise the situation, 
and to prevent our natural enthusiasms from leading us into overproduction, or 
0v erextension. 

We in the savings and loan business can see some spots of overproduction. In 
some cities, apartment vacancies are above safe limits. "Though the vacancies in 
the Nation at large are not high, this is a time when it pays to pause and reappraise 
our economic position. 

A prime objective of the administration is to pursue policies that will sustain 
prosperity. This is the reason for its desire to prevent an overexpansion of credit 
and the recession that would later result therefrom. 

Specifically, associations would do well to curb their forward commitments. 
As the term is generally used, this would be a time to consolidate our gains. 
The tremendous demands upon the credit facilities of the Nation are reflected 
in increased interest rates. he cost of money (consolidated notes) to our bank 
system currently is 2.14 percent—6 months ago, as well as & year ag, it was 
1.36 percent. This represents an increase in the last 6 months of more than 


Particular notice is 


three-fourths of 1 percent in rate. 
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Ma sqa guess, and it certainly can be no more than that, is that if demand 
continues to increase, interest rates will rise on this year's subser'uent note issues. 
= that reason it a о well = цаг, of the —€ earciully — its 
program. an t are currently о ting on as close 
ree i as is comfortable, and if your money costs one-fo of 1 percent more, 
that increased cost must be reflected in increased interest rates to your borrowers. 
An increase of one-fourth of 1 percent in members' rates doubtless would restrict 
— and consequent borrowing, and would certainly affect the making of 
vance commitments. 
I hope you will give these matters your earnest consideration. 
Water W. McALuIsTER, Chairman. 


Feperat Home Loan Bank Boarp, 
Washington, D. C., September 8, 1955. 
Subject: Advances to members. 
From: Office of Director, Division of FHLB Operations. 
To: Each Federal Home Loan Bank President. 

Yesterday the Board requested the banks, by wire, to adopt the following 
policies in connection with advances to members: 

1. Advice to each member that a loan program should be followed that 
contemplates meeting loan demands out of savings and loan repayments. 

2. No advances should be made for the purchase of Government securities 
nor for the purchase of loans. 

3. A reasonable reduction should be required before renewal of outstand- 
ing advances. 

As you will understand, the Board was reluctant to take such action but after 
a thorough review of current trends in advances and deposits, the assets and lia- 
bilities of the banks, and the condition of the money market it was the conclusion 
oo Board that this was the most effective method of reducing the outflow of 

8. 

We know that you, as well as we here in Washington, recognized that the tre- 
mendous inerease in lending by the savings and loan associations, with no cor- 
responding increase in net savings would create pressure upon the Federal Home 
Loan B System. Our concern was evidenced by the Chairman’s letter of 
July 18 sounding a warning about the —— of eredit and by our letters 
in July and August discussing the problems of financing the System. We appre- 
ciate your commendable letters and actions requesting your members to avoid 
excessive use of their lines of credit for loan-expansion p'!rposes. 

Notwithstanding these warnines, the members have continued to use the facili- 
ties of the banks at an excessive rate. Between June 16 and September 1 ad- 
vances increased $339 million and deposits decreased $100 million, or a total 
outlay of funds in excess of $439 million. 

For the past few months the monetary policies of the Federal Reserve System 
have restricted credit through the reduction of free reserves of the member banks. 
In fact, free reserves have declined within the last 2 months from a surplus of 
$283 million to an average negative position of $250 million in the week ended 
August 31. This situation, together with other restrictive actions by the Federal 
Reserve, have made it extremely difficult to market our obligations. 

As a result we have found it necessary to liquidate a considerable amount of 
securities of which a portion have been sold at substantial losses in order to meet 
the demands of the members for funds. When it became obvious that there was 
to be no relaxation in these restrictive policies of the Federal Reserve and the 
Bank System was able to secure only $75 million on September 15 instead of the 
$263 million required, it was clear that the current rate of expenditures by the 
banks could not continue unless substantial sums could be borrowed during the 
next few months in excess of the maturing consolidated obligations amounting 
to $180 million, 

Under present market conditions it is impossible to forecast the amount of 
funds the System may borrow before the end of the year. Also, b upon cur- 
rent trends and your estimates of anticipated demands, total holdings of securities, 
after —— for the legal reserve, would have been reduced to $321 million 

October 17 as compared to an estimated it liability of $660 million. 
nless a substantial amount of new funds could have been assured it ae 
several of the banks would not have been able to orm properly their 
functions after that date. Another disturbing factor was the anticipated 
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seasonal increase in advances which, since 1950 with the exception of 1951, has 
мин I 26 to 32 percent during the period from September 1 to De- 
cember 31. 

In view of these facts the Board had no alternative except to take immediate 
restrictive action on lending operations. It appears that the Federal Home Loan 
Bank System and the savings and loan industry should recognize that we are an 
important part of the financial structure of the country. Having attained this 
position, our actions in the extension of credit and in the borrowing of funds in 
the market will receive considerable attention by the departments of the Gov- 
ernment charged with the responsibility of managing the economy. When 
actions are taken ir the national interest to restrict the supply of credit available, 
then our activities must be adjusted to fit the economic pattern. Therefore, it 
is clear that the financial plars and programs of our industry cannot be immune 
to national credit policies. 2 

Although the policies as adopted by the Board are necessary for an interim 

riod, we know you will agree that the ability of the Federal Home Loan Bank 

ystem to meet sound needs is unquestioned. Therefore, the Board recognizes 
that when a member has made every effort to comply with the present restrictions, 
an advance would be proper to meet actual cash needs. It is understood, of course, 
that these limitations will not apply to the primary function of the System, the 
making of advances to meet unusual withdrawal demands, nor to the making of 
advances to members for the purpose of extending financial assistance to indi- 
viduals whose property was damaged by the recent floods. 

Because of the current excessive tightness in the money market it is necessary 
to waive liquidity requirements until further notice. This action will require each 
of you to anticipate the amount of any impact upon deposits and to hold in your 
portfolio sufficient securities to take care of estimated withdrawals or advise this 
office far enough in advance of the need for funds to permit us to arrange for an 
interbank deposit, if available. In this connection, as indicated in our letter of 
August 29, it is the Board’s wish that none of the current holdings of 2 percent 
special series notes be redeemed. As a part of this program the Board requests 
prior approval of any change in the effective rates of interest paid on deposits. 

Should conditions improve over the next few months, the Board will take action 
to remove or amend the present restrictions. 

ALBERT C. Crew, Director. 


In adopting this policy the Board said it was seeking a closer ad- 
justment of the lending activities of member associations to the inflow 
of funds available to them from repayments on mortgages and net 
savings. In this connection special consideration was given by the 
Board to the need of some members for funds to meet loan commit- 
ments entered into prior to September 8, when its policy of restraining 
bank advances was instituted. At that time the Board pointed out 
the need for making determinations on applications for advances in the 
light of the cireumstances of individual cases, but indicated that, as a 
general rule, not more than half of a member’s receipts from net sav- 
ings and loan amortization should be applied to the reduction of its 
prior commitments before the member was eligible to receive an 
advance. 

Under this general rule a member association could use at least 
one-half of the funds available to it for lending activities in making 
new loans, that is, loans not committed prior to September 8. 

In the fourth quarter, all member associations will have made some 
$2.2 billion of new loans and commitments. The balance of commit- 
ments, including loans in process, will be reduced to $1.6 billion by the 
end of 1955, including about $0.6 billion of commitments entered into 
prior to the Board’s action. 


The funds which the district banks advance to member institutions 
are obtained from two principal sources: Their capital and surplus, 
which forms the nucleus of their operations, and consolidated obliga- 
tions which are marketed from time to time in amounts sufficient to 
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provide any remaining funds necessary to maintain adequate liquidity 
in In the banks and to meet needs for advances. As of November 30, 
1955, capital stock of $510 million and earned surplus of $51 million 
were held by the 11 district banks as shown in table 32. In addition, 
the banks had $975 million of consolidated obligations outstanding. 


TABLE 32.—Federal Home Loan Bank System liabilities and capital 


Amoutits in millions] 


| Capita] | Reserve and | Members’ 


| Consolidated | Total Itabili 
| | surplus | deposits 


| tiesand 
t 8 
obligation | capital ! 


69 | 
560 | 
212 | 
341 | 
341 | 
409 | 
535 | 
140 | 


975 


|. 
| 
| 
| Eon 
21 46 | 
| 
| 
| 
| 


30 224 
41 802 | 


1955—Јипе 80......... i MA | 44 855 
ООА уада | 46 740 | 
— 47 | 706 | 

48 | 668 | 

49 | 660 

51 657 | 


! Includes other liabilities, 


Net savings inflow in the member associations in the final quarter 
of 1955 has been well above the 1954 level, while outstanding loan 
commitments have been reduced in response to the credit restraint 
policies of the Federal Home Loan Bank Board. 

In light of these developments, and recognizing the need for assuring 
lenders as to the availability of standby credit during the winter, when 
plans are being made that will produce commitments covering spring 
and summer building, the Board, on December 13, 1955, modified 
its earlier restraints regarding advances to member institutions. The 
Board’s amended policy provides that advances may be made by a 
Federal Home Loan Bank to any member, for purposes other than 
meeting withdrawals, not in excess of 5 percent of withdrawable 
accounts, provided the total advances outstanding to any member 
do not exceed 10 percent of withdrawable accounts. Additional] 
credit will not be made available to a member for the purchase of 
mortgage loans. The granting of additional credit is also subject 
to any credit requirements or other limitations imposed by the banks’ 
boards of directors. 

The modification of the previous policy of restraint, and formalized 
assurances as to the ready availability of standby credit from their 
Federal home loan banks in event of emergencies, should help to 
sustain home-financing activity. It is anticipated that net savings 
growth and mortgage repayments will supply more funds to members 
in 1956 than in 1955 





FARM HOUSING 


The current 1956 fiscal year housing activities of the Farmers' 
Home Administration are confined to loans under title I of the 
Bankhead-Jones Farm Tenant Act, as amended. Loans for farm 
housing and other farm buildings have alsa been authorized under 
title V of the Housing Act of 1949 for both fiscal year 1955 and 1956, 
However, no request for funds has been made by the Administration 
and none have been authorized by the Congress. 


TITLE I OF THE BANKHEAD-~JONES Farm TENANT Act 


Loans under this authority, referred to as farm ownership loans are 
made for the purchase, enlargement, and development of efficient 
family-type farms. No loan is made to an applicant able to secure 
adequate credit on reasonable terms from other sources. Applicants 
eligible for these loans are farm tenants, farm laborers, and other 
inc йай. including veterans and owners of inadequate or under- 
improved farm units, who obtain the major portion of their income 
from farming operations. The act authorizes the making of direct 
loans with funds borrowed from the Secretary of the Treasury, as well 
as loans advanced by private lenders and insured by the Government. 
Direct loans may be made up to the full amount of the long-term 
earning capacity value of the farm as improved. Insured loans may 
be made in amounts only up to 90 percent of the long-term earning 
capacity value of the farm as improved. Direct loans are made at 
4X-percent interest, and insured loans are made at 3%-percent interest 
to the lender, plus a 1-percent insurance charge. The act authorizes 
appropriations for direct loans of not to exceed $50 million each year. 
Loans advanced by private lenders may be insured up to a maximum 
of $100 million each fiscal year. 

Most of the farm ownership loans include funds for the construction, 
repair, or remodeling of farm dwellings or other farm buildings. Some 
loans are made specifically for building improvements. "Table 33 
shows the total amount of farm ownership loans made or insured dur- 
ing the fiscal year ending June 30, 1955, and includes the planned 
costs of dwellings and other farm buildings to be constructed, re- 
modeled, or repaired with the loan funds, 
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TABLE 33.—Planned es for which farm ownership loans were made or insured, 
A 1, 1954, through June 30, 1955 (title I of the Bankhead-Jones Farm Tenant 


Planned purposes 
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1 Other uses are: Purchase of farm, $23,076,333; land development, $3,432,133; refinancing, $10,251,584; 
purchase of equity, $160,589; service fees, $425,749; and miscellaneous, $143,045. 
3 Number of loans which include funds for dwellings or other buildings. 


Source: U. 8. Department of Agriculture, Farmers Home Administration. 
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Loans made or insured during the fiscal year 1955 aggregated 
$50,932,400, a volume greater than any year since the enactment of 
the statute in 1937. Of the total loans insured, direct loans totaled 
$18,999,200 from a Treasury borrowing authorization of $19 million 
for the year, and insured loans advanced by private lenders totaled 
$31,933,200. The latter amount is greater than any previous year 
since the enactment of the insured loan authority on August 14, 1946. 
The increased activity was due largely to the fact that the interest 
rate of 3% percent to the lender was sufficiently attractive to create 
adequate participation by private lenders for all the loans that were 
approved. 5 

During the fiscal year 1956, $19 million is again available for direct 
farm ownership loans and current estimates are that insured loan 
activity will be larger than in fiscal year 1955. The latter estimates 
are dependent upon the adequacy of private capital for participation 
at current interest rates. 

Direct farm ownership loans have been made since the fiscal year 
1938 and insured loans have been made since the fiscal year 1948. 
The repayment record of borrowers under these programs as set forth 


on tables 34 and 35 has been very good. Losses have been small. 
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Тітһе V or тне Нотгвіма Аст оғ 1949 


Loans under this authority, referred to as “farm housing" loans, 
may be made for the construction, remodeling, or repair of farm 
dwellings and other farm buildings. The act also makes provision 
for loans for other farm development and for enlargement under 
certain circumstances. Loans may be made to any farm owner who 
is without a decent, safe, and sani dwelling for himself and his 
family, and necessary resident farm labor or for the family of an 


—— tenant, lessee, or sharecropper or who is without other 
farm buildings adequate for the type of farming in which the owner 
or his operating tenant, lessee, or sharecropper engages or desires to 
engage. The farm owner must show that he cannot provide the 
necessary housing and other farm buildings with his own resources 
and that he is unable to secure credit on terms and conditions which 
he could reasonably be expected to fulfill. For the purpose of the 
act, a farm is described as a parcel or parcels of land operated as a 
single unit which is used for the production of one or more agricultural 
commodities and customarily produces, or is capable of producing, 
commodities for sale and home use of a gross annual value of not less 
than the equivalent of a gross annual value of $400 in 1944. 

The act provides that loans shall be made at 4 percent interest for 
periods not in excess of 33 years. Provision is also made for grants 
or grants and loans in situations where the farm owner is unable to 
pay for decent, safe, and sanitary housing. For the fiscal year 1956, 
the act authorizes borrowing from the Secretary of the Treasury up 
to $100 million for loans, plus an additional $10 million for develop- 
ment loans and grants. The actual amounts available in any one 
fiscal year are dependent upon authorizations in annual appropriation 
acts within the limits prescribed in the act. The act originally 
expired for loan authorizations on June 30,1953. It has been extended 
three times for fiscal years 1954, 1955, and 1956. 

As previously indicated, no loan funds are available for the fiscal 
year 1956. No funds were available for fiscal year 1955 except some 
small balances from the previous year authorizations. Loans were 
made in the fiscal years 1950 through 1954. During that period 
a total of 18,958 farm owners were assisted with loans totaling 
$97,304,777. Table 36 shows the number of initial loans by States, 
by years, and the amount of loans made. Included in the amounts 
are loan advances to some of the borrowers who required supple- 
mental credit. 
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Table 37 shows the United States totals of the amount of loans and 
grants made, and the amount of funds furnished by the borrower in 
connection with these loans. The table also shows the planned use 
of these funds for dwellings, other farm buildings, and other purposes. 


TABLE 37.—Planned purposes for which farm housing loans were made, inception 
of program through June 30, 1954 (title V of the Housing Act of 1949) 


























Fiseal year | Inception 
— 
| | | —— 
Source and purpose of funds 1950 | 1951 | 1952 k 1954 | J une 30, 
БОЛОО | 3 | 6 
Source of tunds: | | SEE IC | 
Loans.....................|$17, 229, 474 |524, 105, 294 |520, , 776, 854 ka 125, 221 |$16, 067, 934 | $97, 304, 777 
Grants..._. 4 86, 426 | 129, 804 89, 670 | 57, 775 | 0 | 363, 675 
Furnished by borrower... 350, 802 | 1, 732, 269 | 1, 427, 957 | 1, 017, 197 | 485, 049 049 | 5, 013, 274 
| | --| —— 
ЖАРДЫ ына ы. ыры ay, ‚ 666, 102 | | 25, 967, : 367 | 22, 294, 481 | | 20, 200, 193 98 | 16, 552, 2, 983 | М еп, 726 
Planned purposes: ЋЕ | | 
Dwellings (new and re- | 
раїг): | | 
ПИРА нэгд 3, 555 | 4, 609 | 3, ul | 16, 183 
ДАЛИ „ээ 1513, 993, 325 |$20, 022, 714 (516, 190, 486 |815, 3x > 1512, 322 900 | $77, 847, 861 
Other farm buildings | 34 
(new and — | | 
Number.... i juae 3, 223 | 3, 893 2, 948 | 2, 020 | 1,731 | 13,815 
G G AW... o. | $2, 901, 542 | $4, 675, 503 | $4, 874, 866 | $3, 833, 146 | $3,6 695, 129 | | $19, 980, 186 
Water systems: | | 
лань 1, 354 | 2, 009 1, 563 | 1, 329 957 | 7, 212 
ZEE Lice stare dit $506, 226 | $816,905 | $726,839 | $649,230 $477,997 | $3,177,197 
Land development: | | | | 
Numiber of loans...... 144 | 190 | 181 | 126 0 | 641 
Amount loaned.......| $182, 160 | $356, 696 | $426, 885 | $336, 703 | O | $1,302,453 
Acres purchased ....... | 1, 418 | 4758 | | 8,148 | 3,205 | 0 | 17, 529 
Fees: Amount. ........... | $83,440 | $95, 549 | $75,405 | — $62,728 | $56,907 | $374,029 
Total planned purposes. |617, 666, 702 ($25, 967, 367 $22, 294, 481 $20, 200, 193 |516, 552, 983 |%102, 681,726 





Source: U. S. Department of Agriculture, Farmers Home Administration. 

The repayment record of borrowers receiving farm housing loans 
under title V of the Housing Act of 1949 has been very good. As of 
December 31, 1954, borrowers owing balances had paid an average of 
106 percent of the cumulative total amount falling due to that date. 
The detail of the numbers of borrowers paying in full and the account 
status of borrowers owing balances on December 31, 1954, appears on 
table 38. As of June 30, 1954, there had been only four foreclosures 
under this program. 
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HOUSING FOR THE AGED 


A major problem confronting the Nation is to provide adequate 
housing for large numbers of elderly persons at a cost they can afford 
to pay: Although this particular problem is part of the more general 
task of increasing the supply of housing for the Nation as a whole, 
it has certain special aspects that have brought it to the forefront of 
discussions of national housing policy. The process of aging is accom- 
panied by certain social and economic, as well as physical, character- 
istics which are of primary importance in determining the housing 
needs of the aged. 

The aged are generally defined as those persons who are 65 years 
of age and over, although in housing, as in other aspects of the 

roblem of aging, chronological age is not the sole determinant. 

iddle-aged persons of 45 or 50, for example, also constitute an 
aging population in that their housing circumstances and needs begin 
to differ from younger adults. In most families, the children have 
married and left home when their parents are between 45 and 55 
years of age. Persons of this age group may feel they no longer need 
accommodations for 4, 5, or more persons. On the other hand, 
reduced income or declining energy may not prompt them to seek 
smaller or less expensive quarters until they have reached 60 or 70 
years of age. 

The population of the United States is termed an aging population 
because the number and proportion of elderly persons have been 
growing rapidly and are expected to continue to increase. In number, 
persons 65 years of age and over increased about 4 times during the 
period 1900 to 1950—from 3 million to 12 million. As a proportion 
of the total population, this age group increased from 4 percent in 
1900 to 8 percent in 1950. By 1975, according to estimates of the 
United States Census Bureau, the number of aged is expected to be 
around 21 million, and their proportion of total population nearly 
10 percent. 

Data on the living arrangements of elderly persons is very meager 
and incomplete. This lack of information is characteristic not only 
of the housing status of the aged, but of most other aspects of the 
housing field as well. 

What little is known about the national picture that bears directly 
on the problem of housing for the aged is based on special sample 
tabulations of 1950 census data prepared by the Bureau of the Census 
under an agreement, with the Division of Housing Research, Housing 
and Home Finance Agency. "The sample was limited to the 5.6 
million nonfarm elderly families and individuals who maintain their 
own quarters. 'The 1950 census found some 10.5 million individuals 
over 55 years of age living in the nonfarm areas of the United States. 
Of these individuals, about 7.5 million lived in 5.6 million households. 
The rest —about 3 million individuals—lived with relatives or friends, 
in hotels or boarding houses, or in institutions. 
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Livinc ARRANGEMENTS OF ELDERLY PERSONS 
HOUSEHOLD RELATIONSHIPS 


The impact of the aging process on the housing status of elderly 
persons is indicated by contrasting the household relationships of the 
aged (65 years and over) and the middle-aged (45-64 years). 

As table 39 shows, far more middle-aged (92.8 percent) than aged 
(68.9 percent) persons live in their own households. This contrast 
is even sharper when attention is focused on the fact that 1 out of 3 
elderly persons has no household of his own. 

Living in one’s own household has somewhat different meaning for 
the aged and the middle aged. Nearly 4 out of 5 middle-aged persons 
live in households where both husband and wife are present. This is 
true of less than half of the aged. The rest of the aged—nearly 3 
out of 5—have no husband-and-wife households, and of these only 
about half live with any member of the family. 

The principal reason for the breakup of the normal husband-and- 
wife household among the aged is, of course, the death of a spouse. 
Nearly a fourth of the men, but more than half of the women, are 
widowed. The reasons for this disparity in the incidence of w idow- 
hood are: (1) Men have a shorter life expectancy; (2) husbands are 
generally older than their wives; and (3) elderly widowers are more 
apt to remarry. 

It is significant to note at this point that because improvements in 
life expectancy have been especially favorable to women, the propor- 


tion of women in the aged population exceeds the proportion of men 
and is expected to increase. 


TABLE 39.— Household relationships of middle-aged and older persons, 1950 









































| 
45 to 64 years 65 years and over 
| 

Type of household and household relationship pesi ма —tM— 
| Number | Percent | Number | Percent 

Г — - | — — | — = 
Total. ........-...--------------------+----------| 30,306,900 | 100. o| m, 24, ж, 100.0 
Living in households................----------------- 1. 29, 181, ШИ F 96.1 | 11,546,450 | Кт 3 

— — = —— — = 

ОЕ u u u... | 28, ‚180, 5 92.8 | 8, 436, 380 68.9 
Married and living with spouse. “== ЖИШШ 410 78.4 | 5, 375, 280 | 43. 9 
Living with relatives other than spouse. ын 2, 491, 860 | 8.2 | 1, 297, 900 | 10.6 
Living alone or with nonrelatives. ............- | 1,877, 700 | 62] 1,726,460 | 14.4 
Not in own housebold............................ -| 1, 001, 040 | 3. 3| 3, 097, 830 | 25.3 
Living with relatives..............-...--.--.--- | 151, 530 | .5| 2,583,500 | 21.1 
Living with nonrelatives. ...................... | 849, 510 | 2.8 | 514, 260 | 4.2 
Living in quasi households..............-....-.-.------ | 1181350] 39) 607,090 | 5.7 
окиды ыы ы. ымы edidi clo din 6 o | 406, 500 | | 1. 3 379,5 3.1 
Other quasi households. .................. l.l 776, 760 | 2.6 318, $80 | | 2.6 





NoTE.— The sum of the details does not always equal the total because of rounding. 


Source: Bureau of the Census, United States Census of Population, 1950, vol. IV, Special Reports, pt. 2, 
ch. D, Marital Status, 


Evenly distributed in 1900, the older population contained 90 men 
per 100 women in 1950, and by 1975, according to census estimates, 
the ratio will be about 72 men per 100 women. 

This growing preponderance of women among elderly persons means 
that there will probably be an increasing number of unattached 


women who will need living arrangements suitable to their particular 
circumstances, 
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CHARACTERISTICS OF HOUSEHOLDS 


Just as there is a н diflerence in the patterns of household 
relationships among the aged as compared with the middle-aged, so 
is there a difference in the characteristics of the households themselves. 

Table 40 presents some of the findings of the special study, made 
by the Census Bureau for the Housing and Home Finance Agency, 
on the characteristics of housing in nonfarm areas. 

One of the more significant points brought out by table 40 is that 
although there is a tendency for the size of the family to be smaller 
among the aged, the size of the family dwelling tends to be larger. 
The consequence is that 82 percent of the family groups among the 
aged have less than 0.75 persons per room, while only 56 percent of 
the younger family groups have as much space. Such spaciousness 
can be a mixed blessing. A home bought to meet the needs of a 
family with several children can become a burden after the children 
have left. With less energy and smaller income, maintaining a 
large house becomes an increasingly formidable problem for elderly 
persons. This is demonstrated to some extent by the fact that a 
somewhat higher proportion of the aged live in substandard dwellings. 

The effect of smaller income on the living conditions of elderly 
persons is even more apparent when the dwelling is a rental unit. 
A comparison of the rents paid by family heads over 65 with the 
rents paid by family heads under 65 shows that 22 percent of the 


younger group and 40 percent of the older group pay less than $30 
per month. 


TABLE 40.— Characteristics of housing by heads of family over and under 65 years of 
age, nonfarm areas, 1950 


Under 65 | 65 years and 
All ages years over 
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More than 1.50 


Condition of dwelling: Dilapidated or without adequate 
plumbing facilities 
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Source: Housing and Home Finance Agency. Division of Housing Research, special sample tabulation 
of 1950 census data. 


INCOME AND EMPLOYMENT STATUS 


The financial inability of elderly persons to obtain suitable housing 
is even more marked among those who do not maintain their own 
households. As table 41 shows, both men and women living in their 
own households tend to have er median incomes than those who 
do not live in their own households. In all groups, however, the 
median income fell below that needed by an elderly couple to maintain 
an adequate, though modest, level of living in urban areas, This 
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need, as of October 1950 was estimated by the Bureau of Labor 
Statistics as $1,600 to $1,900, This means that adequate housing is, 
for financial reasons alone, beyond the reach of a substantial number 
of elderly persons. 

Without full-time employment, the majority of persons experience 
a sharp drop in income after age 65. Since 1950, there has been a 
rapid growth of old-age and survivors’ insurance as a source of income. 
About 7 out of every 10 persons 65 years of age and older receive 
income from employment or social insurance, or both. Of the rest, 
about one-half are receiving old-age assistance. For the most part, 
persons receiving old-age assistance are ineligible for OASI, although 
some 400,000—500,000 receive both. In addition to OASI, income is 
received from railroad retirement, Government employees’ retirement, 
or veterans’ compensation and pensions. Nearly half of all the aged 
receive benefits from OASI or one of these related programs. 

About 15 percent of the aged had no income from employment, 
social insurance or old-age assistance. A few of these people receive 
private industrial or union pensions, income from real estate, private 
Investments, or Insurance. 


TABLE 41.—Receipt of money income and median income, 1949, for persons aged 65 
and over, by age, sex, and living arrangements, 1950 





| Percentage with no money | : 
income | Median income, 1949 
Sex and living arrangements | ды 














| ) | 
| Total | 65-74 | 75+ Total | 65-74 | 75+ 

| | | | 
Wiki u niii misa us | 18 | 14 | т | $1,150 | $1,440 | $77 
In own household. ....................| 14 | 12 | 20| 1,20 | 1,540 | 810 
Head of primary family !........ | 14 | 12 | 21| 1,40| 1,64 | 850 
Married, wife present......... | 13 11 19 | 1, 460 | 1,680 | 860 
ЖИНГ еледе» а 22 | 17 29| 1,000 1, 290 | 800 
Primary individual ?___........- | 15 | 13 19 | 790 | 860 690 
Not in own household. . ..............| 33 | 26 42 810 | 920 | 650 
Living in home of relatives. ....... | 38 | 32 | 46 | 770 ! 87 630 
Parent of head_.............. | 42 | 34 | 48 | 730 | 870 | 630 
Other....... н кады сае | 30 | 29 | 39 850 | 870 | 640 
Living with nonrelatives .........] 29 | 1! 28 890 | 1, 000 700 
bolo —— -| 42 | 39 | 47 680 | 720 | 620 
In own household ............... — 31 | 29 | 33 | 720 | 750 | 660 
Head of primary family !.........| 41 | 40 | 42 720 | 740 | 680 
Primary individual ?.............. | 23 | 22 | 26 | 720 | 750 | 660 
Not in own household. . -............| 54 | 51 | 58 | 610 680 | 580 
Living in home of relatives____.__-| 58 | 56 | 61 | 610 | 630 | 570 
Parent of head.. 62 | 60 | 63 | 570 | 590 | 560 
Other... 49 | 47 | 53 | 680 | 730 | 600 
Living with nonrelatives........ 33 | 29 | 39 | 750 | 810 | 640 


! 1 or more related persons present. 
? Living alone or with nonrelatives present. 
! Excludes married women living with husband. 


Source: Social Security Bulletin, October 1954, pp. 3-10. 


HEALTH STATUS 


Long-term illness and infirmity are closely associated with age, and 
help to determine the kind of housing one needs. Well before age 
65, there is usually a decline in energy reserve and a need to slow down. 
In general, most people in their sixties and seventies will look for 
living arrangements that are not overly taxing to their strength. 
Others will be definitely handicapped and may need special facilities 
and services. Just inde 1,500,000 persons 45 to 64 years of age who 


àre not in institutions, and 1,750,000 who are 65 or more years of age, 


UNIVERSITY OF MICHIGAN LIBRARIES 
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report long-term disabling illness. This does not mean that they are 

helpless invalids, although some are. What it does mean is that 
these people are unable, over an extended period of time, to work or 
perform their normal household duties. 

Many of these 3,250,000 aging and aged persons require a good deal 
of care from their families or ot ers, and some of them are, or will be, 
candidates for expensive care in institutions unless appropriate living 
arrangements are made for them. 

Practically every community that has surveyed the needs of its 
older people has placed high priority on housing. Here and there 
plans have taken shape, but experience is spotty and widely scattered. 
An account of some specific experiments indicative of current trends 
is presented in a staff report, Housing for the Aged, dated January 
4, 1956. 








APPENDIX 





The following descriptions identify statutory provisions with respect 
to certain subjects covered and do not reflect limitations estab- 
lished by the Commissioner pursuant to statutory authority. Illus- 
trative of such Commissioner regulations are the maximum allowable 
interest rates under section 203 and other home mortgage insurance 
programs, presently established at 4% percent per annum; the maxi- 
mum financing charges permitted on property improvement loans 
insured under section 2, presently established at $5 per $100 for notes 
of $2,500 for terms of 3 vears or less, and $4 per $100 for other notes; 
maximum permissible interest for section 207 and other multifamily 
programs, presently set at 4% percent per annum; and maximum loan- 
value ratios under section 203 presently established at 88 percent. of 
the first $9,000 of value (93 percent for proposed construction) plus 
73 percent of value in excess of $9,000. 
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REPORT 
No. 1452 


2d Session 


REVIEW OF WELFARE AND PENSION PLANS 





January 26 (legislative day, January 16), 1956.—Ordered to be printed 


Mr. GREEN, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany S. Res. 200] 


The Committee on Rules and Administration having considered an 
original resolution (S. Res. 200) extending the time for investigation 
of welfare and pension plans by the Committee on Labor and Public 
Welfare, report favorably thereon, and recommend that the resolution 
be agreed to by the Senate. 

This resolution would give the Subcommittee To Investigate Em- 
ployee Welfare Funds of the Committee on Labor and Public Welfare 
authority to extend its inquiries into pension and welfare plans until 
March 15, 1956, inclusive, without grant of additional money. The 
extended time is necessary in order that the subcommittee may be 
permitted to prepare and make a large and detailed report. The 
amount of unexpended funds remaining to it approximates $20,500. 

Letters from the chairman of the Committee on Labor and Public 
Welfare, Senator Lister Hill, to the chairman of the Committee on 
Rules and Administration, Senator Theodore Francis Green, further 
detailing the purposes behind the resolution follow. A memorandum 
on the subcommittee’s work prepared by its chairman, Senator Paul 
Н. Douglas, is also included below. As the remaining money tv the 
subcommittee will be spent wholly for salaries, and none for expenses, 

and as this inquiry is closing cut March 15, the Committee on Rules 
and Administration did not require the submission of a budget. 
The letters and memorandum referred to are as follows: 


UNITED STATES SENATE, 
COMMITTEE ON LABOR AND PuBLIC WELFARE, 
January 25, 1956. 
Hon. THEODORE FRANCIS GREEN, 
Chairman, Committee on Rules and Administration, 
United States Senate, Washington, D. C. 

My DEAR SENATOR GREEN: This will confirm the message telephoned to you 

during the executive session of your committee this morning with respect to the 


date to which we request the existence of the Subcommittee To Investigate 
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Employee Welfare Funds be extended.. By unanimous vote in executive session 
this morning, the Committee on Labor and Public Welfare resolved to request 
committee to extend the life of the above-mentioned subcommittee to March 


5, 1956. 
Your courtesy in this regard will be deeply appreciated. 
Wth kindest regards and best wishes, I am 


Very sincerely yours, 
? LısTER HILL, Chairman. 


UNITED STATES SENATE, 
COMMITTEE ON LABOR AND PUBLIC WELFARE, 
January 24, 1956. 
Hon. THEODORE F. GREEN, 
Chairman, Committee on Rules and Administration, 
' United States Senate, Washington, D. C. 

My DEAR SENATOR GREEN: Í have received a request from Senator Paul H, 
Douglas for a 3-week extension of the existence of the Subcommittee To In- 
vestigate Employee Welfare Funds (S. Res. 40, Feb. 21, 1955). This does 
not embrace a request for further appropriations, for I am advised that the 
subcommittee now has adequate funds to carry for that period the reduced staff 
that will be required to complete the report, 

The subcommittee expects to submit concrete legislative proposals for the 
protection of the 75 million beneficiaries of these programs. 

I am advised by Senator Douglas that the staff Ls & report of some 450 pages 
in draft form, covering the many phases of welfare and pension programs, in- 
cluding abuses therein, actuarial soundness, investment policies, and many other 
matters too voluminous to mention here. Although the staff has reportedly 
been working night and day, because of late hearings and the volume of detailed 
and complicated material to be included in the report, they need a short additional 
time to perfect the report. 

I concur in Senator Douglas’ proposal, and respectfully request, to save time 
and permit the earliest possible consideration by your committee, that you intro- 
duce a resolution extending the subcommittee to February 21, 1956, fixing that 
date as the date for submission of the final report. This will enable the members 
of the subcommittee to give fuller consideration to this important matter. 

With kindest regards and best wishes, I am 

Very sincerely yours, 
Lister HiLL, Chairman. 


A copy of Senator Douglas’ memorandum is herewith enclosed. 


Memorandum to Senator Lister Hill 

From: Senator Paul H. Douglas 

Re extension of Subcommittee on Welfare and Pension Funds to February 21, 
for completion of report. 

The information herein has been furnished me by the staff of the Subcommittee 
on Welfare and Pension Funds. 

The staff has a preliminary draft of a report of some 450 pages which it is still 
rewriting, editing, and perfecting. They advise me that it will be impossible to 

roperly complete the report and give the subcommittee members adequate time 
E review within the time allotted. For the past 5 weeks, the staff has worked 
every day and night, including Saturdays and Sundays, in an effort to meet the 
deadline of January 31. However, iast week, the services of the chief counsel were 
lost due to the death of his mother. 

I respectfully request that vou, as chairman of the committee, accordingly 
r»quest Senator Green, as chairman of Rules, to sponsor a resolution granting 
3 more weeks of time. It does not involve additional appropriations as there 
are sufficient unexpended funds and the staff will be cut to the bare necessities 
during tnis extended period. 

The subject matter of the report, as you know, is all important. It involves the 
handling of $25 billion of assets in pension trusts and the annual payments of 
some $6.5 billion yearly in contributions to welfare and pension programs. These 
programs, in all, affect 75 millions of persons in one way or another, 

The staff undertook to compile voluminous and most valuable data elicited 
from 1,596 questionnaires sent to insurance companies embracing all phases of 
insurance practices. 
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Voluminous data were received from 64 of the largest banks with trust depart- 
ments, relative to their handling pension trust investments. The actuarial 
soundness of pension programs was reviewed. 

Provisions of Federal and State laws applicable to welfare programs and pension 

were reviewed for inclusion in the report. 

Studies were undertaken of the patterns of pension and welfare programs in 
the steel, automobile, coal, ladies’ and men’s garments, electrical, and a number 
of other large industries. 

The views of bank, insurance, employer and employee representatives were 
ascertained in a number of conferences of record, and in literally thousands of 
personal interviews. 

Data va; compiled as to the extent of interlocking directorates and independent 
financial transactions between insurance companies and large policyholders, and 
their possible influence on the placing of insurance programs. 

The broad field of insurance practices in relation to commissions, fees, admin- 
istrative allowances, retention of premiums and other matters has been subjected 
to a detailed analysis. 

In some cases, to be perfectly frank, information demanded and needed by the 
staff to complete its work was not furnished until this month, following 7 days 
of hearings. 

Finally, the subcommittee and its staff have vigorously investigated a consider- 
able number of cases in which there was commingling of welfare funds with 
insurance funds, where there was apparent discrimination against policyholders 
and favored treatment of insurance agents and brokers, where there was evidence 
of kickbacks to union officers, and instances where there was a lavish expenditure 
of commingled welfare funds on projects unrelated to insurance programs. 

To complete a report of such magnitude and make it unassailable requires the 
most intensive work and review. 

The subcommittee expects to submit concrete legislative proposals which must 
still be drafted and checked in every respect. While the President has indicated 
that the administration will submit its own proposals to cover much the same 
subject matter, it is my thought that adequate work and study should be given 
to our own more comprehensive program. 

Besides completing the report, of some 450 pages, there is also the task of 
editing more than 800 pages of testimony now in galley and page proof form. 

It is my earnest belief that the staff need more time to make this report a strong 
one, and to eliminate any possible cause of criticism. 

For the above reasons, I ask that you request Senator Green to sponsor a 
resolution continuing the authority of the subcommittee to February 21. 
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CLERICAL ASSISTANTS FOR THE COMMITTEE ON 
FOREIGN RELATIONS 


Janvary 26 (legislative day, January 16), 1956.—Ordered to be printed 


Mr. Groen, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany S. Res. 161] 


The Committee on Rules and Administration, to whom was referred 
the resolution (S. Res. 161) authorizing the Committee on Foreign 
Relations to employ two temporary additional clerical assistants, 
having considered same, report favorably thereon without amend- 
ment, and recommend that the resolution be adopted by the Senate. 

A letter from the chairman of the Committee on Foreign Relations, 
Senator Walter F. George, to the chairman of the Committee on Rules 


and-Administration, Senator Theodore Francis Green, explaining the 
need for the assistants, follows: 


UNITED STATES SENATE, 
COMMITTEE ON FoREIGN RELATIONS, 


January 11, 1956. 
Hon. THEODORE FRANCIS GREEN, 


hairman, Committee on Rules and Administration, 
United States Senate, Washington, D. C. 


Dear Senator Green: The Committee on Foreign Relations has approved 
Senate Resolution 161, authorizing the committee to employ two additional 
clerical assistants from February 1, 1956, through January 31, 1957. 

This is a simple extension of authority which the committee has had since 1951. 
The resolution will not result in an increase in the committee staff. On the 
contrary, it is necessary to prevent a reduction in the staff. The workload of 
the Foreign Relations Committee has in nowise diminished since 1951 when it 
first became necessary to augment the staff, nor is there any reasonable prospect 
that the workload will decrease in the coming year. 

I hope, therefore, that the Committee on Rules and Administration will find 
it possible to give early and favorable consideration to this resolution. 

Sincerely yours, 


Water F. Greorae, Chairman. 


O 
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INTERNATIONAL CONTROL AND REDUCTION OF 
ARMAMENTS 


January 26 (legislative day, January 16), 1956.—Ordered to be printed 


Mr. Green, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany S. Res. 185] 


The Committee on Rules and Administration to whom was referred 
the resolution (S. Res. 185) extending the time for filing a report by 
the Subcommittee on Disarmament, having considered same, report 
favorably thereon without amendment, and recommend that the 
resolution be agreed to by the Senate. 

This resolution would extend until July 1, 1956, inclusive, the 
present inquiries of the Subcommittee on Disarmament of the Com- 
mittee on Foreign Relations into matters pertaining to the inter- 
national control and reduction of armaments under the provisions of 
Senate Resolution 93, of the 84th Congress. "The amount approved 
for these purposes is $35,000. The Committee on Foreign Relations 
received for the same inquiry last year $25,000 of which about $10,000 
was spent, the rest going back to the Treasury. 

A letter in explanation of the resolution from the chairman of the 
Committee on Foreign Relations, Senator Walter F. George, to the 
chairman of the Committee on Rules and Administration, Senator 
Theodore Francis Green, follows. There is also included a budget 
for the amount of $35,000, which has been taken from an interim 
report made on the control and reduction of armaments by the 
Committee on Foreign Relations, issued January 17, 1956 (Rept. 
No. 1397, 84th Cong., 2d sess.). 
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-UNITED STATES SENATE, 
2 `COMMITTEE ON FOREIGN RELATIONS, | 
а January 20, 1955. 
Hon. THEODORE FRANCIS GREEN, 
Chairman, Committee on Rules and Administration, 
United States Senate, Washington, D. C. 


DEAR SENATOR GREEN: The Committee on Foreign Relations has reported 
Senate Resolution 185, authorizing the Subcommittee on Disarmament to continue 
its study of matters pertaining to the international control and reduction of 

maments. The resolution will be referred to your committee early next week. 

e Subcommittee on Disarmament was organized during adjournment and 
held its first meeting on January 9, 1956, The major es of its work, therefore, 
still lies ahead of it. 'The committee, therefore, endorsed the subcommittee's 
recommendation that its life be extended to July 1, 1956, and that it be authorized 
to expend not to exceed $35,000. 

There is attached, in addition to the résolution and the report thereon, the 
interifn report of the subcommittee which summarizes its past. and future activi- 
ties. The proposed budget is printed on page 3. I should like to call your 
attention, in particular, to the fact that the subcommittee has so far spent little 
more than $10,000 of the $25,000 previously made available for its study and will 
— the unexpended balance to the contingent fund of the Senate at the end of 

anuary. | 

I hope that the Committee on Rules and Administration will find it possible 
to give favorable consideration to Senate Resolution 185. 

Sincerely yours, 
Wa rer F. Greorce, Chairman. 


COMMITTEE ON FOREIGN RELATIONS 
SUBCOMMITTEE ON DISARMAMENT 


(Oreated pursuant to 8. Res. 98, 84th Cong., 1st sess.) 
Budget, Feb. 1-July 1, 1958 


Gross 
salary ped 


Staff: 
Legal 
Staff directo $1, 132. 25 
Special counsel (consultant) 
Ed and research: Research assistants 
Administrative and clerical: Assistant clerks 
secretaries) 


Administrative: 
Reimbursable payments to agencies (additional to above salaries as indicated). ...... 
Travel (inclusive of field investigations) 
н (inclusive of reporters’ fees)... 


ртр 


32385333 
83828828 


Witness fees, expenses 

Stationery, office — 

— n and макы 
ews magazines, documen 

Contingent fund 


Subtotal, administrative expense.............. АБА сь АЫ 


— 
“ 


| 


> 
2 
8 


| 


е” staff director, 1 research assistant, and 1 assistant clerk are on reimbursable detail from the Library 
of Congress. 


O 
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INVESTIGATION OF PROBLEMS RELATED TO 
INTERSTATE AND FOREIGN COMMERCE 


JANUARY 26 (legislative day, January 16), 1956.—Ordered to be printed 


Mr. Green, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


{To accompany S. Res. 163] 


The Committee on Rules and Administration, to whom was referred 
the resolution (S. Res. 163) to investigate certain problems relating 
to interstate and foreign commerce, having considered same, report 
favorably thereon with an amendment and recommend that the 
resolution, as amended, be agreed to by the Senate. 

. This resolution authorizes the study and investigation, by the Com- 

mittee on Interstate and Foreign Commerce, until January 31, 1957, 
inclusive, of all matters under the jurisdiction of the committee re- 
lating to interstate and foreign commerce generally, domestic surface 
transportation, communications, maritime matters, civil aeronautics, 
and fisheries and wildlife. The sum approved for such purposes is 
$250,000. 

The amendment added by the Committee on Rules and Adminis- 
tration inserts the word “prior” before the word “consent” on page 2, 
line 8, so that advance approval must be had from any department 
or agency and from the Committee on Rules and Administration before 
the Committee on Interstate and Foreign Commerce can utilize the 
reimbursable services of agency personnel under this resolution. 

A letter from the chairman of the Committee on Interstate and 
Foreign Commerce, Senator Warren G. Magnuson, to the chairman of 
the Committee on Rules and Administration, Senator Theodore 
Francis Green, giving the background of the resolution, together with 
an accompanying budget, is as follows: 
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UNITED STATES SENATE, 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
January 23, 1956. 
Hon. Taropore Francis Green, 
Chairman, Committee on Rules and Administration, 
United States Senate, Washington, D. C. 

Dear CHAIRMAN Green: Senate Resolution 163, which was approved by unan- 
imous vote at a m of the Committee on Interstate and Foreign Commerce 
on January 11, authorizes a complete study and investigation of the various 
matters within the committee’s jurisdiction. A careful review and analysis of 
our studies and workload in 1955 indicates that the sum of $250,000 which the 
committee is requesting is the bare minimum that is needed if we are to carry 
out и responsibilities and diseharge properly the manifold duties that have been 
assigned to us. 

A year ago we requested, and your committee approved, the sum of $200,000 
to carry our studies pursuant to Senate Resolution 13. Approximately $50,000 
of that amount was not used and will be turned back. ue to circumstances 
beyond our control, several important studies were not undertaken as rapidly 
as anticipated. I refer ic y to the highly controversial and vitally im- 
— studies in the field of communications including television's problems and 

e need for a thorough review of operations in the common-carrier field; and also 
to a. — of the aro of the Presidential Advisory Committee on Transport 
Policy and Organization and the e that has been introduced to implement 
it. The report was not made public until the middle part of April. The bill to 
carry out its many recommendations was not месу for introduction until May. 
The report and the legislation has caused a storm of protest. On the other hand 
it represents the well-considered views of a committee of Cabinet members, and 
has the approval of a large segment of the transportation industry. The adminis- 
tration is most anxious that we proceed with our consideration of the matter. 

The above matters affect all segments of the population and all areas of the 
country. Probably no other problems before the Congress have greater impact 
on the Nation’s economy than these which go into every aspect of transportation 
and communication. . 

In general, matters slated for study and investigation that will require addi- 
tional staff and expenditures may be grouped under the following broad headings: 


SURFACE TRANSPORTATION 


Railroad D" shortage.—Last year the country experienced one of the 
worst boxcar shortages in its history. Present indications are that this year’s 
shortage in all p ility will be even more severe. 

The President’s Cabinet commitiee report and implementing legislation.—This 
legislation has been heralded by its proponents as the first major overhaul of the 
Interstate Commerce Act since the passage of the Transportation Act of 1940. 
The executive branch of the Government has beseeched us to proceed with hear- 
ings; the report and bill are extremely complicated; for example, the Interstate 
Commerce mission has been studying the proposal for months, and just a 
short time ago presented us with 81 pages of comment thereon. Hearings will 
require many many weeks with painstaking study and analysis by a trained staff. 

Alaska transportation.—Alasks is undergoing a revolution in transportation. 
Motor-carrier transportation is growing by leaps and bounds. Elaborate plans 
are underway to serve the Territory with a sea train operation, and there has been 
a constant expansion of airline service to and within Alaska. 

The Committee on Interstate and Foreign Commerce held comprehensive 
hearings last fall in Anchorage and Juneau and developed a substantial record of 
testimony. One of the more important problems to be solved is the question of 
regulation of the various modes of transportation that serve Alaska. gulation 
is deficient in many respects. One of the principal allegations of complaint has 
been that the Government-owned Alaska Railroad offers unfair competition to 
other young transportation companies that are struggling for a foothold. The 
testimony taken in Alaska is now being analyzed by the staff, in an effort to find 
the answer to the many problems that have been presented. 
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COMMUNICATIONS 


Broadcasting.— We expect to proceed full speed ahead with our study of the 
problems besetting the television industry. Senator Bricker, the ranking 
minority member of our committee, has legislation, which is included in our over- 
all television inquiry, to bring the television networks under regulation by the 
Federal Communications Commission, Due to the resignation of key staff 
people this investigation has been delayed. However, we are now in a position 
to proceed expeditiously if Senate Resolution 163 is approved. 

ommunicalion common carriers.—Last year when I appeared before your com- 
mittee in support of our request for funds for special studies, I called your at- 
tention to the serious problem presented by the continually expanding telgraph 
operations of the Bell System telephone companies. 'Fhese companies, which 
enjoy a monopoly of —— vroa oral communications, also operate two 
selective telegraph services—the teletypewriter exchange (TWX) service and the 
private-line telegraph service. When Congress in 1943 authorized the merger 
of Postal Telegraph and Western Union, it was assumed that the new merged 
company would acquire the Bell System telegraph services and thus handle all 
domestic record communications, leaving the Bell System free to handle all of 
the oral long-distance communications business. For reasons which never have 
been spelled out in detail, this separation of oral and record communications has 
never taken place. As a matter of fact there appears to be absence of a clear-cut 
national communications policy in this respect. It has been charged that the 
Bell System’s record communications service, operating as a byproduct of its 
highly profitable oral communication system, drains away from Western Union 
a great part of its most profitable private wire business. I am advised that the 
competition between these companies in this field n be wasteful and destruc- 
tive, and may be in contravention of the intent of Congress when the merger 
legislation was approved in 1943, namely, to establish a financially sound record 
communications carrier, capable of offering the most effective competition 
possible with the long-distance telephone and the airmail service. 

In the international field the picture is most confused. On the one hand 
Congress, as a matter of УЗ issued a mandate 13 years ago that Western 
Union should divest itself of its overseas cable operations. And yet within 
the last few months we find the Federal Communications Commission granting 
authority to the American Telephone & Telegraph Co. to install and operate 
cable facilities between the continental Uni States and Hawaii without any 
limitation or restriction as to the use of such facilities to supply not only voice 
communication (telephone) service, but record communication (telegraph) 
service as well. Last month I addressed an inquiry to the Federal Communica- 
tions Commission regarding the Hawaiian Cable case, and the Commission's 
detailed reply is now under study. Apparently the Committee on Interstate 
and Foreign Commerce will have to undertake a full-fledged inquiry into both 
domestic and international policy in the common carrier communications field 
and to weigh the advisability of repealing the divestment section of the 1943 
Merger Act. 

Related communication matters that require attention include the so-called 
SAGE project (Semi-Automatic Ground Environment) for improving our air 
defense network by applying semiautoraatic operation to the handling of infor- 
mation and the direction of weapons. Our committee is interested in the matter 
inasmuch as the project involves the leasing of communications facilities from the 
telephone companies at a cost running into the hundreds of millions of dollars. 
The package tariff recently filed with the FCC by the American Telephone & 
Telegraph Co. covering both voice and record communications also is under 
scrutiny by the staff. 

AVIATION 


During the first session our committee initiated and carried to a successful 
conclusion two important pieces of legislation in the air transportation field, 
namely, legislation to reactivate our rt program, and legislation granting 
permanent certification to the local service airlines. In the present session we 
need to give attention to the proposal for a certificating States- 
Alaska and Alaskan local service airlines; an omnibus bill on which lengthy 
hearings have already been held to make numerous es in the Civil Aero- 
nautics Act, which has not been overhauled since 1938; and a complete review of 
our aids to air — and traffic control facilities. 

In addition the t has initiated a new study of air transportation 


problems, and has recommended to the Congress a $40 million appropriation 
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which is the first installment of a comprehensive 5-year improvement program 
of our airways. In pursuance of our obligation under the Reorganization Act, 
this committee will continue its constant surveillance and study of these matters. 
The committee also must continue its examination of international air routes 
and policy. Exhaustive hearings were held last session on this problem, which 
is being sharply focused by complaints from our air carriers. As the rapid 
growth of the foreign carriers continues, this question of policy and procedure 
becomes more pressing. Additional hearings and studies are essential. 















MERCHANT MARINE 


In the maritime field a subcommittee is about ready to submit a detailed 
report of maritime training and education pursuant to Senate Resolution 35. We 
expect to hold more hearings in the matter of Government competition with the 

rivately owned merchant marine—that is, the operation of the Military Sea 
nsportation Service, a review of the new ship construction program, particle 
larly the tanker program where a shocking delay has occurred despite the fact 
that new tanker construction was put forth as a matter of urgent necessity. In 
addition hearings are intended on a number of measures proposing important 
changes in our maritime laws. 










FISHERIES 











The most urgent. matter facing our committee is the plight of our food fisheries, 
particularly in the Pacific. The Alaskan salmon pack is the lowest in years, 
and the west coast tuna industry in precarious straits by reason of the influx on 
low-priced Japanese tuna. Our committee held hearings in Alaska and on the 
west coast last fall, receiving a great deal of testimony from the fisherman and 
the canners. Ways and means must be found to help rebuild our salmon fisheries 
and to give some measure of stability to the tuna industry. The tuna fishermen 
are suffering great financial losses; there is widespread unemployment; many of 
them are in danger of losing their fishing boats in which their life’s savings have 
been invested. We are exploring every ри» avenue of relief in an effort to 
assist these people. The continuation of our work in this field is imperative. 


























AUTOMOBILE MARKETING INQUIRY 





A three-man subcommittee headed by Senator Monroney has been looking 
into the problems of the automobile dealers. Last year a comprehensive ques- 
tionnaire was submitted to the 40,000 dealers in the country; approximately 
20,000 replies were received. Those replies have been summarized and tabulated 
and compiled in & document which is to be sent to all of the dealers for their 
information. The subcommittee now plans to hold a series of public hearings 
over the next month or two. The first of these got underway last week. ‘This 
inquiry will not be concluded for some time, hence the need for a small staff. 












NEWSPRINT SHORTAGE 





Within the last year the demand for paper has skyrocketed and so has the price. 
Even with the price of newsprint at record highs there is not enough to satisfy 
all demands. e newspaper publishers have asked the Interstate and Foreign 
Commerce Committee to assist. The staff is now in process of gathering informa- 
tion as to the present potential of our own suppliers and the possibility of develop- 
ing new sources of supply so that we will not be dependent on foreign imports. 
At the pen time we are practically at the mercy of the Canadian newsprint 
monopoly. 









ANTIGAMBLING AND ANTIRACKETEERING LEGISLATION 







In the very near future I intend to set down for public hearing a number of bills 
designed to curb gambling and racketeering. Some of these proposals have been 
advanced by the Attorney General of meam States. 


ATOMIC POWER 


Just recently I have appointed Senator Pastore chairman of & subcommittee to 
handle legislation relating to the development of electric energy from all sources 
of power including atomic energy. Senator Bricker, who is also a member of the 
Joint Committee on Atomic Energy, is a member of the subcommittee. Inasmuch 
as this deals witha technical subject, involving amendments to the Public Utility 
Holding Company Act, a small staff with specialized knowledge will be required. 
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As I explained in my letter to your committee a year ago, the Interstate and 
Foreign Commerce Committee has a wide range of important subjects within its 
jurisdiction, consequently our everyday workload is extremely heavy and takes 
up a good part of the time of our regular staff members. For that reason when 
we take on special projects such as those I have outlined above, extra employees 
are needed. 

Sincerely yours, 
Warren G. Maanuson, Chairman. 


Budget of the Committee on Interstate and Foreign Commerce to investigate certain 
problems relating to interstate and foreign commerce pursuant to S. Res. 163 for 
the period Feb. 1, 1956, to Jan. 31, 1957, inclusive 





22125 Басаг, - 
| : 


| 
Вазе salary | | Gross sals ary | Monthly | Total for 


budget 


annum) | annum) бээ 














Position Number (per `| (рег lary | Period of 
че p (gross) 
| К 

Staff: | | = 

Legal and investigative: | | | 
Bpeclal counsd...................-. 2 6 000 $13,617.69 | $1,134.80 | $27, 235.38 
— — 1 340 | 9, 664.32 | 805. 36 9, 664. 32 
Assistant counsel.................-- 3 6 000 | 10, 645.24 | 887.10 | 31, 935. 72 
CEDE ранији — 3 8. 000 | 13, 617. 69 1,134.80 | 40 853.07 
и — 1 6, 000 | 10, 645. 24 887. 10 10, 645. 24 

Editorial, research, eeonomie, statistical: | | 
Economist...... à 1 8. 000 | 13, 617. 69 | 13,617.69 
Staff member (general maritime). 1 6, 300 | 11, 091.10 11. 091. 10 
Staff member (general) ............. ж 1 5, 520 | 9,931.84 9, 021. 84 
Research assistant................... 2 | 3, 720 | 6, 967. 79 13, 935. 58 
јао 1 | 4, 680 | 8605. 76 8, 605. 76 
Аванта 1 | 4, 200 | 7,789.89 7, 789. 89 
Пон а нээн 1 5, 520 | 9, 931.84 9, 931.84 

Clerical and stenographie: | | 

Clerk-stenographer ._...........-...- 1 3,420 | 6, 453. 98 6, 453. 98 
ee ae 1 | 3, 240 | 6, 145. 69 6, 145, 69 
а, ЧАТИ ве лийн 1 | 2, 580 | 5,012.31 5, 015. 31 
ШИ ааа аны. | 1 | 2,520 | 4.912. 54 4. 912. 54 
ДААА | 1 | 2,460 | 4,809.79 | 4. 54 Q 
Дињ ды; | 1 | 2, 280 | 4,501.50 4, 501.50 
юэ ааг хийн далдын | 2 | 2, 040 | 4, 090. 46 | | 4, 000. 46 
иных. | 26 | kk а | 231. 166.70 

Administrative: | 
TIEN DNI каров ава вона нЕ | 10,000.00 
Нэгт... он ара ье: аа | 4. 000. 00 
Witness fees, ехрепзез ._........ Е in алал Ы 700. 00 
Stationery, office ПН а о ia 800. 00 
Communications (telephone, te ОСО ааа ауе Ara ия асы али 2, 000. 00 
Newspapers, magazines, documents........... а омања ——— 200. 00 
Contingent fund БО ний а шы алта аа ыға 1, 133. 30 
арена ал а Le 18, 833. 20 
В it Skuad. sa a s в 225 рша ды 250, 000. 00 


| 
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INVESTIGATION OF MINERALS, FUELS, RESOURCES AND 
RELATED MATTERS BY THE COMMITTEE ON INTERIOR 
AND INSULAR AFFAIRS 





JANUARY 20 (legislative day, January 16), 1956.—Ordered to be printed 





Mr. Green, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany В. Кез. 183] 


The Committee on Rules and Administration to whom was referred 
the resolution (S. Res. 183) authorizing the Committee on Interior 
and Insular Affairs to make a study of minerals, materials, and fuels 
and certain other matters within its jurisdiction, having considered 
same, report favorably thereon with an amendment and recommend 
that the resolution, as amended, be agreed to by the Senate. 

This resolution would extend for another year the current investi- 
gation of the Committee on Interior and Insular Affairs into subjects 
within its jurisdiction such as minerals, materials, fuels, reclamation 
and power development, public lands, Indians, Territories and insular 
affairs, national parks, and resource management and development. 
The amount of $177,000 requested for these purposes was approved. 

The amendment added by the Committee on Rules and Adminis- 
tration inserts the word “prior” before the word “consent” on page 
2, line 9, so that advance approval from a department or agency 
and of the Committee on Rules and Administration will be required 
before the Committee on Interior and Insular Affairs can utilize the 
reimbursable services of any agency personnel under this resolution. 

A letter from the chairman of the Committee on Interior and 
Insular Affairs, Senator James E. Murray, to the chairman of the 
Committee on Rules and Administration, Senator Theodore Francis 
Green, detailing the purposes of the resolution, together with an 
accompanying budget, is as follows: 
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2 MINERALS, FUELS, RESOURCES AND RELATED MATTERS 
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UwrrED SrATES SENATE, 
CowwMrrTTEE ON INTERIOR AND INSULAR AFFAIRS, 
January 24, 1956. 
Hon. ТнкоровЕ Е. Green, 
Chairman, Rules and Administration Committee, 
United States Senate, Washington, D. C. 


Dear Mr. CuarrmMan: The Senate Committee on Interior and Insular Affairs 
at its meeting today authorized and directed me, as chairman, to report on 
behalf of the committee a resolution for a temporary increase in the staff of the 
committee. In accordance with the committee’s instructions, I reported such a 
resolution which has been designated Senate Resolution 183 and it is now before 
the Committee on Rules and Administration. 

It is the feeling of our committee members that additional personnel must be 
retained if we are to properly handle the great volume of legislation before us. 
As you well know, the Committee on Interior and Insular Affairs has legislative 
jurisdiction over subject matter that was formerly considered by five separate 
and independent standing committees of the Senate. We continue to function 
through operating subcommittees to handle legislation in 5 major categories 
which were the responsibility of the 5 former standing committees. Our work- 
load is such that the task cannot be accomplished by the personnel the committee 
is authorized to retain under the Legislative Reorganization Act. 

Enclosed is a budget showing how the committee proposes to utilize the funds 
requested in Senate lution 183. _I would like to comment on the larger ex- 
penditures to be made. We are budgeting $18,000 for “travel,” an amount less 
than was actually expended for that purpose last year. The amount we are seek- 
ing for consultant and witness fees and funds to reimburse Government agencies 
for services and personnel, $15,000, is also less than was spent for those purposes 
in 1955. The amount budgeted last year for hearings was hopelessly inadequate, 
and the amount budgeted for this year, $12,000, is less than was expended for that 
pu last year. 

his committee carefully followed its budget last year in all other items. Our 
expenditures for personnel were within the budget we submitted for your com- 
mittee’s consideration. Special activities to be conducted by the Committee 
on Interior and Insular Affairs during this year require that we obtain slightly 
less than $40,000 over what was obtained last year x special resolution. These 
special studies to be undertaken require the employment of 3 additional staff 
members and 1 stenographer. The only increase we now request is to permit 
us to retain those additional staff members on a temporary basis in order that 
these studies can be properly carried out. 

I know I need not impress you unduly with the importance of the committee’s 
task in properly guiding the intelligent and orderly development of this Nation’s 

at natural resources. It is my judgment that the relatively small amount of 

unds sought herein is well justified when compared to the tremendous value of 
our natural resources, the wise management of which necessitates this commit- 
tee’s request for approval of Senate Resolution 183 without amendment. 
Sincerely yours, 
James E. Murray, Chairman. 
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Budget—Feb. 1, 1956, to Jan. 31, 1957, inclusive 





| Base salary | Gross salary 











Monthly 
Position Number | (per | (per salary 
| annum) Р аппиш) (gross) 
Staff: | 
Legal and technical: | | 
Special сойпеі......................- | 1! $8, 000 $13,617.69 | $1, 134.80 | 
BENIN cena | 1 | 8, 000 | 13, 617. 69 1, 134. 80 
Technical staff members............ 3 | 6,060 | 10, 734.41 | 894. 53 
MBA ДЬ a a 3 | 8, 000 13, 617.69 | 1,134. 80 | 
Research assistant 1 3, 000 5, 734. 66 | 477. 88 | 
Consultants, witnesses, agency re- | | | 
imburseme НЭЭ... аха Кдан аи аа Мена а 
Clerical: | | | | 
НИ ——— 51 1 | 2, 820 5, 426. 35 | 452. 19 | 
Д АБН ондада | 3 | 2, 760 5, 323. 61 443. 63 | 
Subtotal, staff expense............. | НЬ ахад аха авио падре 
| | 
Administrative: 


Не: yrings оси e of re * ›гїегз” L 
Stationery, office supplies 
Communications (telephone, telegraph) 
Newspapers, magazines, documents 
Contingent fund... 


Subtotal administrative 


Fund requested, Senate Resolution 183, $177,000. 


90001'—57 S. Rept., 84-2, vol. 1 


42 








| Total for 
| period of 
budget 
(gross) 


$13, 617. 69 
13, 617. 69 
| 32,203.23 
40, 853. 07 
5, 734. 66 


15, 000. 00 


5, 426. 35 
15, 970. 83 
| 142, 4: 23. 52 2 


‚ 000. 00 
000. 00 
500. 00 
000. 00 
200. 00 
| 876. 48 


ке кә 


PPPS 





| 34, 576. 48 


| 177, 000. 00 
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INQUIRIES INTO THE ADMINISTRATION OF THE CIVIL 
SERVICE COMMISSION AND THE POST OFFICE DEPART- 
MENT 





January 26 (legislative day, JANUARY 16), 1956.—Ordered to be printed 





Mr. GREEN, from the Committee on Rules and Administration, sub- 
mitted the following 


REPORT 


[To accompany S. Res. 153] 


The Committee on Rules and Administration, to whom was re- 
ferred the resolution (S. Res. 153) extending the time for an investi- 
gation of the administration of the civil-service system and the postal 
service, having considered same, report favorably thereon with an 
additional amendment and recommend that the resolution, as 
amended, be agreed to by the Senate. 

This resolution would continue, until January 31, 1957, inclusive, 
the current review now being conducted by the Committee on Post 
Office and Civil Service into the civil-service and postal systems of 
the Federal Government with particular reference to postal procedures, 
public relations, employee relations, appointments, rates, and research 
and development. 

The amount requested for these purposes of $75,000 was approved. 

The amendment added by the Committee on Rules and Adminis- 
tration inserts the word “prior” before the word “‘consent” on page 2, 
line 14, so that advance approval from a department or an agency 
and of the Committee on Rules and Administration will be required 
before the Committee on Post Office and Civil Service will be able to 
utilize the reimbursable services of any agency personnel under this 
resolution. 

A memorandum submitted by the chairman of the Committee on 
Post Office and Civil Service, Senator Olin D. Johnston, to the chair- 
man of the Committee on Rules and Administration, Senator Theodore 
Francis Green, on this resolution, together with an accompanying 
budget, is as follows: 
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2 CIVIL SERVICE COMMISSION AND POST OFFICE DEPARTMENT 


Unitep States Senate, 
COMMITTEE ON Post OFFICE AND CIVIL SERVICE. 
January 18, 1966. 
Ноп. Тнкоровк Ё, GREEN, 
Chairman, Committee on Rules and Administration, 
United States Senate, Washington 25, О. С. 

Dear Senator GREEN: Í am submitting herewith a statement of justification 
and proposed budget for the program to study and investigate (1) the adminis- 
tration of the civil-service system by the Civil Service Commission and other 
agencies of tha Government; and (2) the administration by the Post Office 
Department cf the postal service, particularly with respect to (a) procedures, 
(b) publie relations, (c) employee relations, (d) postmaster appointments, (e) re- 
search and development, and (f) postal rates. 

The committee now has an unexpended balance of approximately $50,000 

Sincerely yours, 
Oun D. Jounston, Chairman. 


STATEMENT OF JUSTIFICATION 


Senate Resolution 153 provides $75,000 to the Committee on Post Office and 
Civil Service for the 12-month period beginning February 1, 1956, to continue 
the investigation of the administration of the civil-service system by the Civil 
Service Commission and other agencies of the Government and the administration 
by the Post Office Department of the postal-service system 

These investigations were initiated under authority of Senate Resolution 33, 
84th Congress, Ist session, approved May 11, 1955. Senate Resolution 33 provided 
$75,000 to expire on January 31, 1956. At the expiration of this resolution on 
January 31, there will be an unexpended balance of approximately $50,000. 
Senate Resolution 153 provides an additional $25,000 over the funds previously 
authorized but unused. 


AUTHORIZATION AND ORGANIZATION 


The investigation authorized by Senate Resolution 33 of the Ist session, 84th 
Congress, did not commence until early September 1955. 

The staff was organized under the supervision of the executive director of the 
standing committee. For the study of the civil-service merit system, the com- 
mittee secured the services of the director of the National Civil Service League, 
a nonpartisan, privately endowed organization founded for the purpose of 
peor the civil service in Federal, State, and local governments. 

he post-office study was organized under the immediate supervision of the 
executive director of the committee with a staff of 3 investigators and 2 clerical 
assistants. 
ОЕ 


CREATION ADVISORY COUNCILS 





I propose to create a five-man advisory council to consult and advise with the 
committee on its study of the civil-service system. Several top leaders of industry 
and Federal employee associations have been invited to become members of this 
council. 

I will shortly announce the membership of a seven-man advisory council to 
assist the committee and its staff in the study of the operations of the Post Office 
Department. It is understood the postal deficit will approach $500 million 
during 1956. It is the hope of the chairman that from this study recommendations 
will be made that will reduce the gap between the expenses and income of the 
Post Office Department. 


COMMITTEE STAFF WORKLOAD 


The project to examine the administration of the civil-service system has been 
organized around three broad areas: 

1. The organization for administration of the system particular attention 
to the relationship between the Civil Service Commission, especially the 
Chairman, and the President, the White House staff and the Cabinet; 

2. The appointment system, and the problem of finding and retaining 
competent nt; and 

3. The civil-service appeals system. 

In the conduct of this study to date over 40 present and former top officials of 
Government have been interviewed; various reports and other materials have 
and are being studied; various and House records of studies, hearings, 
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laws, and other reports have been compiled; and a significant number of indi- 
viduals have been interviewed concerning specific personnel problems, com- 
plaints, ete. 

From the study so far, it is apparent that the committee has a unique oppor- 
tunity to identify the deterrents to an improved career system. 

Further, it is clear that at present there is great confusion among employees, 
administrators, and the public over policy and machinery of civil-service appeals. 
The Civil Service Commission has already given indication of full cooperation in 
making an analysis of existing problems in this area. 

We intend to make detailed studies of case histories and learn the relation of 
appeals to management of the agency, the adequacy of supervision, the efficiency 
of the appeals, and machinery and overall policies. 

The question will be considered as to whether the present appeals for veterans 
should be extended to all employees or whether a completely different system for 
all employees should be devised. The appeals machinery at present is confusing 
the employees and a detriment to morale. It is viewed as a serious handicap to 
administration by the executives. It is causing considerable confusion and mis- 
understanding in the publie eye. 

Several field trips were made during the fall months by staff investigators to 
study complaints received involving illegal removal and forced resignations of 
post-office emplovees and the receipt of remuneration by political-party officials 
in exchange for endorsement for positions with the Post Office Department. 

Several joint studies have been undertaken with the General Accounting Office. 

One such study relates to the acquisition and sale of real estate by the Post 
Office Department. The General Accounting Office has compiled an itemized 
list of real estate acquired by the Post Office Department but which is not being 
used currently for postal purposes. The report will indicate the date of acquisi- 
tion, cost, and if, since the date of acquisition the property became surplus, what 
plans have been made for its disposition. 

The second study relates to the public-relations activities of the Post Office 
Department. This study is to establish the extent, cost, and effectiveness of the 
public-relations activities of the Post Office Department as presently conducted. 
Both of these studies are nearing completion from a factfinding standpoint and the 
factual report of the General Accounting Office should be available to the com- 
mittee within the next 6 or 8 weeks 

The subject of additional revenue for the postal service is, of course, vitally 
important and must be thoroughly studied and reviewed by the committee. 


Budget: Senate Resolution 153 (Feb. 1, 1956, to Jan. 31, 1957, inclusive) 
























| а | * 
У | Хит- шин | Gros | Monthly ma 
Position Бег | (per | Salary (per| salary | ‘budget 
| annum) | annum) | (gross) | (gross) 
— = | | — — — | 
362.68. | | 
Staff | | 
Legal and investigative: | | 
Staff director (w. a. ¢.).....-....---------- " $41.11 | $822.00 | $9, 201.09 
СИЛИ s as a Sibi. l 12, 072. 01 | 1, 006. 00 | 12, 072. 01 
оо ырыбы ыс СЫНЫ 1 9, 292. 39 | 774. 36 | 9, 292. 39 
а о 1 8, 09%, 17 674 84 | 8, 098. 17 
Wa 22.2 12250 - 1 7, 687. 12 640. 59 7, 687. 12 
Administrative and clerical: | 
Assistant clerk (secretary to Director)..... 1} 5, 426. 35 452. 19 5, 426. 35 
NUMEN dL oui Gaii Qisdabe irte arcis ier nho 1 4, 707. 03 | 392. 25 | 4, 707. 03 
Ааа а со ено ЖЫРА | li 4, 398. 73 | 366. 56 | 4, 398. 73 
Subtotal, staff expense..................- | 8 |-+--------|------------[--%---------| 60, 972. 89 
| | р 
Administrative: | 
Travel (inclusive of field investigations) ................ Баас ал аи Maii quis qus | 4, 327. 11 
БЛ uM" льеш — | 2, 500. 00 
Witness fees, expenses И ИО. са о а дылы 500. 00 
Stationery, office supplies. ... Бол лал лийн Ты aG. 700. 00 
Соттшитсайопе ((еіерћопе, Жшелтарһ).....................................------------ | 1, 000. 00 
MEL нансии aA | 








Fund requested, Senate Resolution 153, $75,000. 
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BATH CONGRESS | БЕМАТЕ 
2d Session 





GOVERNMENT EMPLOYEES SECURITY PROGRAM 


JANUARY 26 (legislative day, January 16), 1956.—Ordered to be printed 


Mr. Green, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany S. Res. 154) 


The Committee on Rules and Administration to whom was referred 
the resolution (S. Res. 154) extending the time for a study of the 
Government employees security program, having considered same, 
report favorably thereon with an additional amendment and recom- 
mend that the resolution, as amended, be agreed to by the Senate. 

This resolution would continue, until July 31, 1956, the current 
inquiry and investigation by the Committee on Post Office and Civil 
Service into the aspects of the present governmental security pro- 
gram, including its administration and general overall policies. The 
amount of $49,000 requested by such committee for these purposes 
was approved. 

The amendment added by the Committee on Rules and Adminis- 
tration inserts the word ‘“‘prior” before the word “consent” on page 2, 
line 8, so that advance approval from a department or agency and of 
the Committee on Rules and Administration shall be required before 
the Committee on Post Office and Civil Service can utilize the reim- 
bursable services of any agency personnel under this resolution. 

A memorandum submitted by the chairman of the Committee on 
Post Office and Civil Service, Senator Olin D. Johnston, to the chair- 
man of the Committee on Rules and Administration, Senator Theodore 
Francis Green, on the resolution, together with an accompanying 
budget, is as follows: 


UNITED STATES SENATE, 
COMMITTEE ON PosT OFFICE AND CIVIL SERVICE, 
January 18, 1956. 
Нор. Тнеорове F. GREEN, 
hairman, Commiitee on Rules and Administration, 
United States Senate, Washington 25, D. C. 


DEAR SENATOR GREEN: I am submitting herewith a statement of justification 
and pro budget for the subcommittee to investigate the administration 
of the ernment employees security program, 
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2 A GOVERNMENT EMPLOYEES SECURITY PROGRAM 






The committee now has an unexpended balance of approximately $49,000. 
Sincerely yours, 





OuiN D. JOHNSTON, 
Chairman. 






STATEMENT OF JUSTIFICATION 


Senate Resolution 154, which provides $49,000 to the Committee on Post 
Office and Civil Service for the period beginning February 1, 1956, is needed to 
maintain the Subcommittee on Government Employees’ Security Program. 
The subcommittee has been maintained exclusively by funds provided by Senate 
Resolution 20, 84th Congress, Ist session. Senate Resolution 20 provided 
$125,000 for an 11-month period to expire on January 31, 1956. At the expira- 
tion of Senate Resolution 20 on January 31, 1956, there will be an unexpended 
balance of approximately $49,000. 












AUTHORIZATION AND ORGANIZATION 


Pursuant to the adoption of. Senate Resolution 20 on the 21st day of February 
1955, and in accordance with the terms of the resolution, the Senate Committee 
on Post Office and Civil Service met and, by appropriate committee action, 
directed the committee chairman to appoint a subcommittee of three committee 
members to function under the terms, powers, and purposes of the resolution. 
Early in March a subcommittee, consisting of the committee chairman as chair- 
man with Senator Matthew M. Neely and Senator Frank Carlson as members, 
was duly set up. The subcommittee took immediate steps to organize the work 
of hiring the necessary staff and outlining the channels of study and investigation 
in the area of its delegated and enjoined responsibilities. 












WORKLOAD OF THE SUBCOMMITTEE 







The subcommittee has held open public hearings on 19 separate days, many of 
them ағама morning and afternoon sessions. All hearings were held in 
Washington, D. C. The hearings were held beginning May 26, 1955, through 
January 10, 1956, and a total of 49 witnesses were heard. The hearings covering 
the period May 26, 1955, through September 28, 1955, are being printed in a 
volume containing 1,048 pages and will shortly be available. The first volume 
of hearings, while it contains much testimony of department and agency personnel 
relative to the operation of the security program, deals principally with the 
testimony of outstanding people in public life who have given the security program 
serious studv and the testimony of persons who believed an injustice had been done 
them in the matter of hiring, suspension, or termination of Government employees. 
Additional hearings may become necessary, depending upon circumstances 
as they develop in the study of the material now in the hands of the subcommittee. 
Hearing records are being held open pending the receipt of material to be compiled 
from the many agencies dealing entirely with the operation of the security program, 
and such other witnesses as may be necessary to complete the study. 



















CONTEMPLATED WORKLOAD OF THE SUBCOMMITTEE STAFF 


The present subcommittee staff consists of 8 staff members and 3 stenographers. 
As previously pointed out, the instant resolution provides for a sum of $49,000 
to operate the subcommittee during the current period. This request for funds 
to operate the subcommittee during this period is based upon the staff requirements 
under the present workload and an anticipated increase in the volume of work. 
The workload of the subcommittee was increased considerably during the past 
11 months because of the widespread interest in the administration and operation 
of the Government employees’ security program, The subcommittee staff was 
required to devote substantial amounts of time in conferences and consultation 
with representatives of various executive departments and with hundreds of 
individual cases which had to be analyzed, evaluated, and investigated. 

In addition to the preparation for public hearings which the subcommittee 
determined necessary, the staff was immediately faced with the necessity of makin 
an examination of an accumulation of more than 500 complaints of Feder 
парон who asserted that the present, policies, under Executive Order 10450, 

worked gross injustice on them as individuals and related it to the security 
program. At all times the staff of the subcommittee strove to confine its activi- 
ties to the Washington area in order to conserve on funds that would be required . 
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in its activities if conducted in other areas of the Nation. The staff has been kept 
at a minimum number and the fact that its expenditures were kept at the low 
figure during 1955 is proof of our efforts to do the work enjoined on the subcom- 
mittee without waste of the Senate’s funds. 

Continuation of our activity by the subcommittee in the current period will 
necessarily result in increased demands for liaison and consultation with officials 
of the various Government agencies and departments and with the interviews, 
correspondence, and other necessary work connected with the handling of indi- 
vidual cases involved in the security program. 

This subcommittee, pursuant to the direction of the Senate, has been con- 
ducting its studies in a particular area which has been limited to the impact of 
the national security protection policies on the individual Federal employees. 
Our efforts have been wholly within this field. "There«are other agencies of the 
Senate that have been conducting studies of Communist infiltration that might 
appear to parallel the work of this subeommittee but the area of their respon- 
sibilities covers the whole field of the communism threat through infiltration 
while our work has been limited by Senate direction to the study in this particular 
field of Federal employment and with the direction to report to the Senate any 
inadequacies in our present policies which may be corrected by legislation or 
administrative action in putting into effect Federal legislation. It is hoped that 
if we are permitted to complete our work that we can, with a minimum of ex- 
penditure, present a report with concrete and constructive suggestions for remedial 
action in the field the subcommittee has been serving the Senate. 


Budget, Feb. 1, 1956, to July 31, 1956, inclusive 




















| ї 
| | Вазе Gross Total for 
| хан = Monthly ° 
Position [Num- | > — salary — 
| annum) annum) (gross) (gross) 
Staff, legal and investigative: | | | | 
8pecial eounsel 1 | $8,000.00 | $12,849.69 | $1, 070. 81 | $6, 424. 86 
Assistant counsel 1 | 5, 580.00 | 10,021.02 | 835. 09 | 5, 010. 54 
И — — —— | 2 | 4, 740. 00 8, 703. 84 725. 32 | 8, 703. 84 
a нан рал ндар ө | 3| 4,140.00 | 7, 687.12 | 640. 59 | 11, 530. 62 
Editorial and research: Research director........ #15. : 42595 v — d 
Administrative and clerical: | | | 
Assistant clerk (secretary to director) .......-. 1 2, 580. 00 | 5, 015. 31 417. 94 | 2, 507. 66 
БИН, ———— 1| 2580.00 | 5,015.31 417.94 | 2,507.65 
ae A ENR RD 1| 2220.00 | 4,398.73 366. 56 | 1,832.80 
Subtotal staff expense_........._ 11 | | 38, 517. 97 
Administrative: 
МИРЕ СОМИР eod iuvesiigaliolii) ..........2—neeesne nde nene e pe o reborn no e oo 2, 000. 00 
BM ООО DEB ие овиров лм 2, 000. 00 
MM е оон аня она чала нон | 500. 00 
Stationery, office supplies. ._..............-.--..-..- 500. 00 
Communications (telephone, tele eeraph) шан 482. 03 
WW G — 5, 000. 00 
НИНИН КИЛ сбоя оброк | 10, 482. 03 
Мин: сс асгах си Ан ане быб ади нына араан оде Бетон | 49, 000. 00 





Fund requested, Senate Resolution 154, $49,000. 
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INVESTIGATION OF FOREIGN TECHNICAL ASSISTANCE 
AND RELATED PROGRAMS 





January 26 (legislative day, January 16), 1956.—Ordered to be printed 


Mr. GREEN, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany S. Res. 162) 


The Committee on Rules and Administration to whom was referred 
the resolution (S. Res. 162) to investigate matters pertaining to tech- 
nical assistance and related programs, having considered same, report 
favorably thereon with amendments and recommend that the resolu- 
tion, as amended, be agreed to by the Senate. 

This resolution would authorize the Committee on Foreign Relations 
to continue its study until January 31, 1957, inclusive, of technical 
assistance and related programs through its Subcommittee on Tech- 
nical Assistance Programs pursuant to Senate Resolution 214 of the 
83d Congress. The amount approved as expenses for the subcom- 
mittee is $27,000. Last year’s grant totaled $39,000. 

The amendments added by the Committee on Rules and Adminis- 
tration are two. The first corrects an error in the date “January 13, 
1957” on page 1, line 12, changing it to read “January 31, 1957.” 
The second inserts the word “prior” before the word “consent” on 
line 4, page 2, so that advance approval from a department or agency 
and of the Committee on Rules and Administration will be required 
before the Committee on Foreign Relations can utilize the reimbursable 
services of any agency personnel under this resolution. 

A letter detailing the purposes of the resolution from the chairman 
of the Committee on Foreign Relations, Senator Walter F. George, 
to the chairman of the Committee on Rules and Administration, 
Senator Theodore Francis Green, together with an accompanying 
budget, is as follows: 
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2 FOREIGN TECHNICAL ASSISTANCE AND RELATED PROGRAMS 


H iA ТҮмітЕр STATES SENATE, 
COMMITTEE ON FoREIGN RELATIONS, 
5 January 17, 1966. 
Hon. THEODORE Francis GREEN, 
hairman, Committee on Rules and Administration, 
United States Senate, Washington, D. C. 


Dear Senator Green: The Committee on Foreign Relations has approved 
Senate Resolution 162 authorizing the Subcommittee on Technical Assistance 
— created pursuant to Senate Resolution 214 of the 83d Congress (agreed 
to July 6, 1954) to continue its study of technical assistance and related programs. | 

As you know, this subcommittee consists not only of members of the Committee 
on Foreign Relations but also of two Members appointed by the Vice President 
from the Senate at large. For this reason it was not possible to draft Senate 
Resolution 162 in precisely the form suggested by your committee. The form 
has been followed in general, however, and I hope you will find it satisfactory. 

The Subcommittee on Technical Assistance Programs has made great progress 
toward completing the study with which it was charged, and it will shortly submit 
& report to the Senate. A continuation of its authority for another year is 
recommended primarily in order to enable the subcommittee to study technical 
assistance in South America and Africa and to give further attention to organi- 
zational and administrative problems. 

‘Although members of the subcommittee have personally made firsthand 
studies of technical assistance in the Far East, South Asia, the Middle East, and 
Central America, they have not yet had an opportunity to make such studies in 
South America or in Africa (except for Egypt). The program has been in opera- 
tion in South America longer than in any other part of the world, and the results 
of the program there have thus accumulated over a longer period of time. Africa, 
outside of Egypt, presents special problems and will be of increasing importance 
to the United States. Further, in both South America and Africa, it is possible 
to study technical assistance in its purest form without accompanying programs 
of economic aid. 

The subcommittee’s estimated expenses are listed in the enclosed budget, 
which has been prepared in accordance with the form adopted by your committee. 
I might point out that the total of this budget ($27,000) is the approximate 
amount of the subcommittee’s unexpended funds which will lapse at the end of 
this month. 

I hope the Committee on Rules and Administration will find it possible to 
give this resolution early and favorable consideration. 

Sincerely yours, 
Уу Алт F. GEonaE, Chairman. 


Budget, Committee on Foreign Relations, Subcommittee on Technical Assistance 
Programs (Feb. 1, 1956, to Jan. 31, 1957, inclusive) 


| | 
Grross sal- | Monthly 
salary 
(gross) 


Total for 

| period of 
budget 
(gross) 


ЧЧ Б5ЕЗЗ 
28| 882828 


Fund requested, Senate Resolution 162, $27,000. 
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SENATE PERMANENT SUBCOMMITTEE ON INVESTIGA- 


TIONS OF THE COMMITTEE ON GOV нн MENT OPERA- 
TIONS 


— — — —— —— — 


Janvary 26 (legislative day, January 16), 1956.—Ordered to be printed 


Mr. Green, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany S. Res. 188] 


The Committee on Rules and Administration, to whom was referred 
the resolution (S. Res. 188) to provide additional clerical assistance 
and funds for the Committee on Government Operations, having 
considered the same, report favorably thereon with amendments and 
recommend that the resolution. as amended. be adopted by the 
Senate. 

This resolution would authorize the expenditure of $215,000 in the 
next 12 months by the Senate Permanent Subcommittee on Investi- 
gations of the Committee on Government Operations to investigate 
matters within the committee’s jurisdiction and variously into the 
activities of Government agencies. The committee received $190,000 
from the Senate last year for the same purposes, of which it is esti- 
mated that $15,000 remains to be returned to the Treasury. 

The amendments of the Committee on Rules and Administration 
insert the word “prior” before’ the word ‘‘consent” on page 1, line 
11, and insert the words “and of the Committee on Rules and Ad- 
ministration” before the word “to” in line 12, page 1. The effect of 
these amendments would be to require advance approval from a 
department or agency and of the Committee on Rules and Adminis- 
tration before the Committee on Government Operations can utilize 
the reimbursable services of any agency personnel under this resolu- 
tion. 

A letter from the chairman of the Committee on Government 
Operations, Senator John L. McClellan, to the chairman of the Com- 
mittee on Rules and Administration, Senator Theodore Francis Green, 
detailing the purposes behind the resolution, and attaching a budget 
and financial report, is as follows: 
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2 SUBCOMMITTEE OF COMMITTEE ON GOVERNMENT OPERATIONS 


UNITED STATES SENATE, 
COMMITTEE ON GOVERNMENT OPERATIONS, 
SENATE PERMANENT SUBCOMMITTEE ON INVESTIGATIONS, 


January 23, 1958. 
Hon. Tugoponz F. GREEN, 
Chairman, Committee on Rules and Administration, 
Washington, D. C. 

My Dear Senator: Reference is made to Senate Resolution 188 (84th Cong., 

2d sess.) which was introduced in the Senate on January 19, 1956. uesting 

for the ration of the Senate Permanent Subcommittee on Тауер 
or the period from February 1, 1956, to January 31, 1957. Prior to submitting 
this resolution to the Senate the budget was approved by the Committee on 
Government Operations. 

Attached hereto is the estimated budget for the operation of this subcommittee 
for the next year beginning February 1, 1956, together with a statement of the 
peu staff salaries. You will note that it is estimated under this budget that 

t will require $215,000 to operate the Investigating Subcommittee, as any moneys 
left from the subcommittee under Senate lution 41 of the 84th ngress, 
Ist session, will automatically revert back to the contingent fund of the Senate. 

We are uesting a higher appropriation than last year, when we received 
$190,000 of which we expect to return to the Treasury $15,000, because, with the 
organization of this subcommittee келте, we have found it necessary in order 
to properly meet our responsibilities to have another investigator and stenographer 
on the staff of the subcommittee. In addition, we have had to make allowances 
in our budget for Mr. Paul Kamerick who worked during the past year for the 
subcommittee, but who remained on the payroll of the Committee on Appropria- 
tions. It was felt by Senator Hayden and myself that it would be more 
appropriate for Mr. Kamerick to be placed on the subcommittee payroll for the 
coming year. In addition, as you are aware, during 1955 a legislative increase of 
7% percent was granted in salaries, and the per diem aliowance for investigators 
and witness fees, which are important factors in our appropriation, was increased 
from $9 to $12 a day, and the mileage for investigators and witnesses from 7 cents 
to 10 cents a mile. 

The members feel that the subcommittee operated efficiently and economically 
during the past year and & good deal of g was accomplished. We intend to 
continue to operate in the same manner. The subcommittee investigations and 

extended through the operations of many of the Government agencies, 
including the еле of the Army and Agriculture, the Foreign Operations 
Administration, the Air Force, the State Department, Treasury Department, the 
Interstate Commerce Commission, and the Department of Commerce. 

In the Irving Peress matter, the hearings revealed that some 48 errors were 
committed by the Army in connection with the commissioning, transfer, promo- 
tion, and honorable discharge of Peress. As a result of these hearings the Army 
took 19 corrective measures in order to uncover and deal with security cases. 

Because of what was uncovered by the investigations and hearings in the 
domestic grain bin program, the Department of Agriculture and the Naval 
Inspection Service have instituted 21 corrective measures. 

In the investigation conducted in connection with military textile procurement, 
bribery, jury, collusion and fraud, and improper inspection were revealed, 
as well as the method of making large secret profits through deviations at the 
expense of the Government. As a result of our subcommittee hearings, claims 
are now being pressed w Government, for over 8 half-million dollars on 
these improper profits. o Army, one Naval, and one Treasury Department 
employee were dismissed from Government service. An Air Force officer resigned 
in the face of a court-martial. Twelve persons and corporations were suspended 
and two others were debarred and placed on the Consolidated List of Debarred 
Inelligible and Suspended Bidders. New procedures were instituted in procure- 
ment of patented components which will save the Government in the future 
hundreds of thousands of dollars. 

In the FOA-Pakistan grain elevator case, the subcommittee’s uncovering of 
collusion in the negotiations for the award of the contract prevented FOA from 
granting a contract to the apparent high bidder and saved the Government 
possibly a million dollars, In the military textile корин investigation and 
this investigation the subcommittee saved the Government many times the 
value of its appropriation. 

Its investigation of conflict of interest situation resulted in the resignation 
of Harold E. Talbott as Secretary of the Air Force, and Hugh W. Cross as Chair- 
man of the Interstate Commerce Commission. 
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н were held with regard to Communists im defense plants, and the 
subcommittee also held executive hearings in connection with tariff on imported 
watches, and American prisoners held in Iron Curtain countries. In addition, 
various other matters have been made a matter of study by the staff, such as 
East-West trade. 

In considering the budget for the next year it was the opinion of the members 
of the subcommittee that if the subcommittee intended to investigate adequately 
those matters under the committee’s jurisdiction, it would be necessary to maintain 
a staff of 19, including the minority counsel. it has been the experience of this 
subcommittee that by making constant inquiries into the activities of Govern- 
ment agencies, savings can be effected in cases of inefficiency or waste. In 
addition, the result of a planned investigative program of necessity tends to 
make for better efficiency and economy in those ageneies which are the subject 
of inquiry of the subcommittee. 

lf n is any further information you desire concerning the operation of this 
subcommittee during the coming year, I wili be glad to confer with you or members 
of your committee. 

Sincerely yours, 
Зонк L. McCrELLaAN, Chairman. 


Propone budget of the Senate Permanent Subcommittee on Investigations of the 
m 


mittee on Government Operations, pursuant to Senate resolution for the 
period Feb. 1, 1956, to Jan. 31, 1957 


Basesalary |Grosssalary| Monthly | 19tal for 


Position Number (per (per salary рег = 
аппиш) annum) (gross) nent 


Staff: 
Legal and investigative: 











TE SE лил» нинен» 1 $8,000 | $13,617. 69 | $1, 134. 80 $13, 617. 69 
Chief counsel to minority............ 1 8,000 | 13,617.69 1, 134. 80 13, 617. 69 
Assistant chief counsel............... 1 8, 000 13, 617. 69 1, 134. 80 13, 617. 69 
Assistant counsel...................- 3 8, 000 13, 617. 69 1, 134. 80 13, 617. 69 
8, 000 13, 617. 60 1,134.80 13, 617. 69 
6, 480 11, 358. 62 946. 55 11, 358. 62 
ПЛОВИ i... q... 4 6, 480 11, 358. 62 946. 55 11, 358. 62 
6, 480 11, 358. 62 946. 55 11, 358. 62 
5, 700 10, 199. 37 849. 94 10, 199. 37 
Ы 4.080 | 7, 584.37 632.03 | 7,584.37 

Н | 
ҚОЛЫН: 55 Лызекевсіеекетедкьес 1 4, 200 | 7, 789. 89 649. 15 7, 789. 89 
Поа те крик 1 3, 660 | 6, 864. 03 572. 08 6, 865. 03 
Assistant clerk in charge of files...... 1 2,640 | 511807 426. 50 5, 118. 07 
Assi 6 GRIER cc «есеееесесесе«һевке 5 2, 700 5, 220. 85 435. 07 5, 220. 85 
2,700 | 5, 220. 85 435. 07 5, 220. 85 
2, 640 5, 118. 07 426. 50 5, 118. 07 
2 640 | 5, 118. 07 426. 5 | 51807 
2, 280 4, 501. 50 375. 12 4, 501. 50 
NIN рее неде лнн 1 1, 860 | 3, 782. 17 315. 18 3, 782. 17 
Subtotal, staff expenses............ Над б. | а — 168, 682. 55 

Administrative: 

UU К СА н da саа еза раа дыма наадам аня, 13, 500. 00 
Travel and per diem (inclusive of field investigations) ........................---.---...-- 10, 000. 00 
BEEN ыан снова аана 5, 300. 00 
ЖЛ, ИИИ рельса фыо цзи овен аа 10, 000. 00 
Communications (telephone and telegraph) _ ..................... 4, 000. 00 
Newspapers, documents, photostats, United States marshal fees_. 2, 000. 00 
АИЛ АА КАЛУ БАНАН: ii LoquéndakbedpawmuquexGdondunertnnuionsiehadmopaenaa nn 800. 00 
ПИ ое рые виа aaa 717. 45. 
a наннан E лава S 46, 317. 45 
a aaa aaan 215, 000. 00 





Fund requested, Senate resolution, $215,000. 
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Financial report, Senate. Permanent Subcommittee on Investigations, Committee on 


ment Operations, 1955 
S. Res. 41, approved Feb. 21, 1955 


Expenditures from Feb. 1 to Dec. 31, 1955: 
"Travel, 


робото не 

Witness travel....... аль 
ев 
Office supplies 

Telephone and telegraph 

Postage 


143, 213. 


69 


3, 596. 95 


2, 413. 


07 


1, 858. 75 


3, 746. 
999. 
427. 

2, 833. 
105. 
351. 
226. 

19. 


31 
00 
27 
99 
24 
58 
82 
18 
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EXTENSION OF SUGAR ACT OF 1948 





January 26 (legislative day, JaANuaRry 16, 1956).—Ordered to be printed with an 
illustration 


Mr. Byrp, from the Committee on Finance, submitted the following 


REPORT 


[To accompany H. R. 7030] 


The Committee on Finance, to whom was referred the bill (H. R. 
7030) to amend and extendjthe Sugar Act of 1948, as amended, and 
for other purposes, having considered the same, report favorably 
Haroon with an amendment and recommend that the bill as amended 

o pass. 


MAJOR PROVISIONS 


The accompanying bill reenacts and extends for 6 years, to Decem- 
ber 31, 1962, the Sugar Act of 1948, as amended, with further amend- 
ments dealing primarily with adjustments of quotas intended to 
restore to domestic producers their historic share in the growth of the 
United States sugar market and to revise the participation by foreign 
suppliers in this market. The present act, in the absence of any 
action by the Congress, would expire December 31, 1956. 

The bill also extends for 6 years, to June 30, 1963, the excise tax 
on sugar in the Internal Revenue Code. The revenues from this tax 
exceed costs to the Government under the Sugar Act. 

This legislation’s major effect is to open the way for United States 
domestic producers to participate with foreign areas in supplying 
the growth of the United States sugar market. 

Consumers’ requirements of sugar in the United States last year 
amounted to 8.4 million short tons. The current determination of 
consumers’ requirements for 1956 is 8,350,000 tons. The United 
States needs now are supplied 53.7 percent from domestic areas 
(consisting of 22 abad States producing beets, and 2 mainland 
States, Hawaii, Puerto Rico, and the Virgin Islands, producing 
sugarcane); 33.1 percent from Cuba; 11.8 percent from the Philip- 

ines; and 1.4 percent from other foreign countries (including the 
5 Republic, Mexico, El Salvador, Haiti, Nicaragua, Peru, 
and all others). 


12018--56-- 
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The present pattern of supplies is brought about by the provisions 
of the Sugar Act that assi fixed quotas amounting to 4,444,000 short 
tons, raw value, for the енеке producing areas, and 952,000 short 
tons, commercial weight, to the Philippines; and give to Cuba 96 per- 
cent, and to all foreign countries 4 percent, of the remaining portion 
of the United States market. 

This bill maintains unchanged the participation of the domestic 
areas and of the foreign suppliers as a group in the present level 
(8,350,000 tons) of consumption requirements for the United States 
market. 

But this legislation would open the way for United States producers 
to participate in the larger market constantly being created by the 
growth of our consumption of sugar, and to a lesser extent other for- 
eign suppliers would enjoy a part of this expanding market along with 
Cuba, in the following manner: 

The amount of the increase in our market above 8,350,000 short 
tons, raw value, would be apportioned 55 percent to domestic produc- 
ing areas and 45 percent to the foreign suppliers. 

Of the future increases apportioned to domestic areas, the first 
165,000 tons will be supplied uw the mainland areas where the surplus 
situation is most acute. The next 20,000 tons will be supplied by 
Puerto Rico which needs continued growth and thereafter 3,000 tons 
will be supplied by the Virgin Islands. Subsequent increases will 
be divided proportionately among the domestic areas. The quota 
for Puerto Rico was increased 170,000 tons, or nearly 19 percent, and 
the quota for the Virgin Islands increased 6,000 tons, or 100 percent, 
in the 1951 extension of the act which became effective in 1953. 

Under the present act Cuba supplies 96 percent of the increasing 
requirements of the United States market. Under the amendments 
it will supply 96 percent of the increased imports from foreign 
countries during 1956 and thereafter will supply approximately 75 
parent of our increasing import requirements. The quota for the 

epublic of the Philippines remains at the level established in the 
Philippine Trade Act during the life of this extension. The share 
of imports to be supplied by other foreign countries will be materially 
increased under the amendments provided for in this bill. 

Table A shows the effects of the proposed amendments on the 
quotas and prorations for domestic and foreign areas on the as- 
sumption that our sugar requirements will continue to grow at the 
rate of 135,000 tons per year. Table B shows the 1955 basic quotas 
and the percentage increase each year and for the entire period in the 
annual quota for each area. 
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TABLE ÁÀ.— Sugar quoias and prorations: Amended H. R. 7030 as reported by Senate 
Committee on Finance, under assumed requirements, 1956-62 


{Short tons, raw value] 




















| 1956 | 1957 1958 | 1959 | 1960 | 1961 | 1962 
шар) | 3-| Um ST | ЖЕ мынын — — 

Assumed requirements........ 8, 535, 000 la, 670, 000 |8, 805, 000 la, 940, 000 9, 075, 000 9, 210, 000 | 9, 345, 000 

Ж — | LI = 1= — — === | ПЕТ | MÀ — 
Domestic areas........--.--.--- B 545, 750. 4, 620, 000 14, 694, 250 M, 768, 500 |4, 842, 750 4,917, 000 | 4,901, 250 
айманар data i А ан ыды ле 
NUM S o odes does o .. .|1, 852, 401 | 11,884, 975 11, 910, 307 |1, 940, 523 |1, 970, 739 |2, 000, 955 | 2, 031, 171 
Mainland cane............ 1 549, 349 | 580,025 | 587,820 | 597, 8 | 606,415 | 615,733 | 625011 
Henn. idee ré пир 11, 052, 000 |1, 052, 000 |1, 066, 138 |1, 083, 001 |1, 099, 865 |1, 116, 728 | 1, 133, 591 
Puerto Rico........... -..|1, 080, 000 11,091, 000 11, 114, 783 11, 132, 416 11, 150, 049 11, 167, 681 | 1, 185, 314 
Virgin Islands.............. | 12, 000 12, 000 15, 202 | 15, 442 | 15, 682 | 159% 923 16, 163 

эш: 

Foreign areas.............-..... |3, 989, 250 (4, 050, 000 4, 110, 750 5 171, 500 4, 232, 250 4 293, 000 4 4, 353, 750 
Philippines !............... | в 980, 000 | 980, 000 980, 000 | 980, 000 | “980, 000. | 980, 000 | E 000 
QUEE а = |2, 888, 880 /2, 917, 120 |2, 962, 750 |3, 008, 380 13, 054, 010 (3, 099, 640 | 3, 145, 270 
“Full duty” countries... e 120,370 | 152,880 | 168,000 | 183,120 | 198,240 | 213,360 | 228,480 

£s оо верой иад ыы 
Dominican Republie...| 29, 892 | 35, 880 36, 528 | 39, 228 41,928 | 44,628 47, 328 
МЕЕ аы а 12, 394 24, 059 36, 591 41, 991 47, 391 52, 791 | 58, 191 
Nicaragua. ........... 8, 472 10, 318 | 9, 746 10, 298 | 10,849 11, 401 | 11, 952 
Бек 52455222. % 56, 224 62,863 | 66254 | 71,654 | 77,054 82, 454 87, 854 
ЖӨНІН. | 2, 892 4, 379 | 4, 136 4, 370 4,604 | 4, 838 5,072 
Costa Ries............. | * (1,084) 3, 439 3, 248 | 3, 432 3, 616 3, 800 | 3, 984 
Liu. | 2 (1,114) | 3, 439 3, 248 3, 432 3, 616 3, 800 | 3, 984 
Netherlands. ......... 2 (1,123) 3, 439 | 3, 248 3, 432 | 3, 616 3, 800 3, 984 
Panama........ OMS 2 (1, 114 3, 439 3, 248 3, 432 3,616 3, 800 | 3, 984 
Belgium кезу 2 (182) 209 225 238 251 263 276 
British Guiana......... 2 (85 98 | 106 | 111 117 123 | 129 
АЛИ Боља» 2 (631) 723 | 780 824 868 912 956 
Hong Kong. .......... 2 (3) 3 | 4 + 4 | 4 4 
United Kingdom.......| 3 (516 592 638 674 710 746 782 
E] Salvador *...... 4. 478 i : 3 rend Е КРЕ MDC араа 


1 Phillppine quota for 1956 is 980,000 tons, may vary slightly in subsequent years. 

3 Average 1953-54 charges. These countries do not have specific prorations under the present law. These 
entries are made within the proration for unspecified countries which amounts to 6,018 tons when require- 
ments are 8,535,000 tons. 

? No entries since 1949, 
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Тавік В,-8 quotas and prorations: Amended H. R. 7030 as reported by 
Kee denis on Finance, under assumed requirements, 1956—62 


[1955 basic quotas and percentage increase in quotas each year from previous year, 1955-62] 



















1.8 | 74| 69| 64| 6.0 ‚9 

52.1 | 14.8 | 12.9 | 11.4 | 10.2 .3 

—5.6 | 57| 54| 51| 48| 1425 

5.4 | 82| 7.5| 70| 65| 157.8 

—56 | 57| 54| 51| 48| 177.2 

—5.6 | 57| 54| 51| 48| 1207.5 

—5.6 | 57| 54| 51| 48| 1257.6 

— — —5.6 | 5.7 | 5.4 | 51| 48| 1254.8 
—5.6 | 57| 54| 51| 48| 4257.6 

REUTERS a | 77] 5.8] 551 48| 49| 15.6 
ћи | 82| 47| 54| 51| 49| 1518 

Wer aq ERE OT E 19| 56| 53| 51| 48| 5515 
Мэнэн ерен | 88.3 |...---1------1-2-:-42-2- 1383 

| 78] 58| 53| 51| 48] 45.6 


| 
| 
| 
| 
| 








à 1 Increase over 1955 ^ m before proration of deficit. 
! 2 No specific proration 1 amount shown is 1953-54 average entries. 

3 No specific prorations 1955 or 1956. 

4 Increase over 1953-54 average entries. 







The committee has not included in the bill any specific directive for 
the distribution to individual producers within the various domestic 
areas of any additional quotas that may become available. The 
authority of the Secretary and his obligation to make equitable distri- 
bution and to protect the interests of new producers, small producers 
and tenants as set forth in subsection 302 (b) of the act appear to be 
sufficient, —— since no suggested change in that subsection 
has been offered. An amendment was presented during the hearings 
which would have directed special treatment to those farms on recla- 
mation projects on which any acreage suitable for sugar beet produc- 
tion has been made available. The record shows that the acreage of 
all growers in both the domestic cane and sugar beet areas has been 
substantially cut back and objection was registered with the committee 
to the provisions of the proposed amendment. The inclusion of the 
pro directive would have substantially altered existing provisions 
of the act and the administrative machinery that has been developed 
for the making of an equitable distribution of acreage to all interested 
parties. The committee believes that any setting aside or earmarking 
of acreage for any special group or area is not in the interest of equit- 
able or effective administration of the law, and that it is highly un- 
desirable to change the terms of the present law, or its administration 
to accord special treatment to any group of growers or type of land. 

Foreign countries which fail by a substantial margin to supply sugar 
to this market in years when the world price is higher than our domes- 
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tic price are subject to quota curtailment in future years, unless the 
failure results from crop disaster or force majeure or unless the 
Secretary finds that such curtailment is unwarranted. 

Provisions of the Sugar Act which limit the entry of direct-consump- 
tion sugar within quotas of both foreign and offshore domestic areas 
would be varied slightly to permit an increase in such allocations for 
the offshore domestic areas and to permit those foreign countries which 
have relatively small quotas the convenience of shipping either raw 
or refined sugar to this market. 

The method of prorating deficits would be changed slightly to insure 
that increases which domestic areas receive through market participation 
but which they are not able to fill shall first be prorated to other domes- 
tic areas, rather than to Cuba and the other domestic areas, as is the 
case under the present act. In the event a domestic area is unable 
to fill a proration of a deficit assigned to it which results from increased 
quota due to market participation, the unfilled portion also would be 
apportioned to other domestic areas unless no such area is able to 
supply the required quantity in which case it would be added to the 
quota of Cuba. 

There are other amendments in the bill which deal with technical 
and administrative matters. These are discussed in detail in the 
analysis of the bill which appears later in this report. 


GENERAL STATEMENT 


Participation by United States sugar producers in the future market 
growth in this country does no more than restore to them the status 
they had under sugar-quota legislation prior to World War II. 

In the Sugar Act of 1948, quotas for the domestic areas were limited 
to fixed quantities in order to assist Cuba in making the transition 
from wartime to peacetime conditions by assigning to her virtually 
all ‘of the increases in the United States sugar market. It was recog- 
nized at the time that the change was of a temporary nature and 
that at the appropriate time the domestic areas should resume 
participation in market growth. 

The committee is of the opinion that 1956 is the appropriate time 
in view of the fact that all of the domestic areas are producing at or 
above their quota levels even though successively more stringent 
production controls have been imposed in several of those areas. 

Additional quotas granted to foreign countries are in line with our 
national policy of broadening our trade relations. Cuba retains its 
status as our largest foreign supplier by a wide margin and also 
retains a larger share in our market growth than any other area. 

A number of other Latin American countries receive quota increases 
which are large proportionally to their marketings heretofore, but 
which are small in relation to our total imports. 

Cuba’s marketings in the United States will not increase as much 
as had been anticipated in 1956, under the provisions of this bill, 
because of participation by the domestic areas in market increases 
beginning that year. Cuba’s share will also reflect the increases 
beginning in 1957 in the shares of the market assigned to other 
foreign countries. 

The actual tonnage of sugar which Cuba will market in the United 
States is expected to increase, substantially, however, from year to 
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year because of the anticipated continuation of increases in our sugar 
consumption. 


EXTENSION OF SUGAR ACT OF 1948 


NATIONAL POLICY 


For many years it has been the policy of the United States Govern- 
ment for defense and strategic reasons to preserve within the United 
States the ability to produce a portion of our sugar requirements. 
This has been done because sugar is an essential and vital food prod- 
uct needed by American consumers, the supply of which on a world- 
von scale has been marked by periods of alternating scarcity and 
surplus. 

large portion of the world's sugar production is grown in tropical 
countries with essentially one-crop economies, where cheap labor is 
abundantly available. An additional lerge portion is distributed 
among the majority of the countries of the world which, like the 
United States, provide protection to their sugar industries. In these 
circumstances, it is unlikely that a significant amount of sugar would 
be grown in the continental United States if American producers 
had to compete on the open world market with sugar produced with 
cheap tropical labor. This can be readily seen from chart 1 whieh 
shows a comparison of wage rates of sugar-cane and sugar-beet 
workers for the sugar-producing areas of the United States and for a 
number of other sugar-producing countries. 

For many years, protection was afforded to our sugar producers 
solely through the tariff. Although the tariff did assist domestic 
producers, it still left them exposed to the price fluctuations of the 
world sugar market. It also increased the price of sugar to consumers 
in the United States without assuring them of adequate foreign sources 
of supply in case of emergencies. 

A quota system which prorated domestic consumption among 
producers in the United States and a number of foreign countries 
was developed and enacted into law in 1934. The quota system was 
revised in 1937 and again in the present act which became effective 
in 1948 and was amended in 1951, effective as of January 1, 1953. 
Since initiation of the quota system, the tariff on sugar has been 
reduced 75 percent and now represents only supplementary protection 
to the sugar industry. 

A tax of 0.5 cent per pound is imposed on sugar manufactured or 
imported into the United States. Payments are made to domestic 
producers of sugarcane or sugar beets at a rate which ranges from 
80 cents per 100 pounds of recoverable sugar produced on small 
farms to as little as 30 cents per 100 pounds of production in excess 
of 30,000 tons of sugar on large farms. То qualify for payments 
under the program, producers must comply with production restric- 
tions, pay fair wages to workers, and not employ child labor and, if 
they are also processors, pay fair prices for sugarcane or sugar beets. 
> Income to the Government from the tax on sugar has been very 
substantially in excess of the amount disbursed as payments to do- 
mestic growers during each of the years under the program. In 
recent years the income from the excise and import compensating 
tax has exceeded $80 million annually, while payments to growers 
and administration expenses have approximated $65 million. In the 
last 18 years there has been a net return to the Treasury of over 
$300 ‘million in.the difference between collections on the sugar excise 
tax and the costs of the Sugar Act program. 
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CHART 1 


SUGAR BEETS AND SUGAR CANE 
DAILY EARNINGS OF HARVEST WORKERS 


Ue Se Dollars Ue Se Dollars 
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World sugar situation | 

World sugar production reached a record level of about 47 million 
tons during 1954-55 despite the fact that production was rigidly 
controlled in Cuba and most areas of the United States. By com- 
parison, a century жғне had been less than 2 million tons 
and in 1900 it was o 13 million tons. During the period just 
before and after World War II it was about 33 million tons. Pro- 
duction of centrif sugar, which now accounts for all but about 
7 —— tons of the total, is shown by countries for recent years 
іп table С. 


TABLE C.— Centrifugal sugar (raw volue): Production in specified countries, averages 
1935-39, 1945-49, аппищ 1951-6541 
[1,000 short tons] 


Continent and country 


6 
25 
121 
5, 898 
509 
1 
48 
49 
235 
29 
40 
12 
144 
939 


55-588 


ЕЕЕ: ЕЕ | 


Нм 
85| Ё вБ228 53323 
Bien > 
2|88| 28488582 


See footnotes at end of table, p. 9. 
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TABLE C.—Centrifugal sugar (raw value): Production in specified countries, averages 
1935-39, 1945-49, annual 1951-54 \—Continued 





















































[1,000 short tons] 
Averages 
Continent and country PG EE: өк 1951 1952 1953 1954 
1935-39 1945-49 
Asia (beet and cane): 
—— НИНА, аргал нэрлэлээ Энийг цалэж 4 6 7 
лодж 27 10 17 25 26 25 
China, including Manchuria *........ 87 7 “2 96 86 132 
C COE MEE TUR EVI 1, 303 1, 319 1, 900 1, 686 1, 320 2, 000 
Басы қылмады сылы. 77 11 7 4 3 3 
ПИ со Ба ыы 1, 207 102 472 637 683 787 
ПА о а 23 41 85 87 86 76 
Japan (beet)... ЗУБ кб ја 46 11 31 | 38 48 49 
а SIPAS 33 34 83 95 91 17 
Philippines, —— of.. 1, 058 382 1,076 1, 134 1,435 1,371 
Ryukyu Islands...................... 32 | 0 1 6 5 
ан 0 0 2 7 9 9 
Taiwan (Formosa) .. ақы 1,240 346 597 983 796 832 
Thailand... . у ита ин Илај Је 21 28 37 40 40 44 
Turkey (bee) . ............ berba din 76 131 228 200 213 215 
Total Asia(exdluding U.$.8. R.)..| 529) 2492| 4,613 | 5,040 | 489| 5,672 
South America (cane): | | 
entina. ..... ПОЈАЊЕ Козја n n 510 654 760 654 829 908 
КАВА Б маанн 1 2 3 7 6 9 
ях, 830 1, 420 1, 857 2, 151 2, 328 2, 479 
Bil Gublios. :..:.....——.  - 210 198 272 | 269 268 288 
Colombia. ...... — — 51 135 178 218 251 304 
Ecuador. . 24 44 53 | 64 62 58 
Paraguay 6 16 33 25 16 19 
Peru...... onan 444 485 528 675 688 7: 
Е ызы йы 15 5 7 8 6 6 
Uruguay * 2 3 11 19 25 37 
Venezuela.............. A 22 41 70 | 80 110 130 
Total, South America — 2,115 | 3,003 ж _ 3,772 | 410| 45| 4,063 
Africa (cane): | | 
А | 87 50 54 | 56 57 50 
Belgian Congo.......... жы Бы 14 17 17 18 20 20 
British East Africa... 63 88 88 | 92 73 86 
Е а њена 166 21 208 252 295 330 
ДПМ есенен 16 14 17 19 20 20 
Madeira and Azore Islands %......... | 9 9 11 11 11 11 
ҚАМЫНА ллы ын: ы. 320 351 535 | 517 | 566 | 551 
Mozambique... ..-....----.----------| 81 86 92 | 104 | 99 | 104 
MEME Qiii Coudiserisdird d tqaniivasd | 91 81 142 | 174 | 189 200 
Union of South Africa... Be: 49% 542 533 | 670 | 725 828 
Total, Africa .. .... Lol aue 4 1,286 1 1,449 1, 697 | 1, s gu. 2, 055 5 | 2 2,200 
Oceania (cane): = | | 
АИ L T u 830 809 1,027 | 1,357 | 1,437 
ПУЦА 35224444» е Дрофа 131 146 183 229 | 137 
Pacific Islands..............------... e 0 0 | 0 | 0 | 0 
ТОМО ОИ. Ы сь aio 1, из 961 955 1,210 | 1, 586 | 1,574 
World total (сапе)...............----- |... 16,763 S 718,053 | 24008 | 23,366 | 23,931 | 24,945 
World total (beet)........ Хн илч 11, 773 | 9, 382 14, 342 12, 834 | 16, 528 | 15, 597 
World total (beet and cane)......... 28, 536 | 27,485 | 38,850 | 26,2% | 40,454 | 40,542 
| | 





1 Centrifugal sugar, as distinguished from noncentrifugal, includes cane and beet sugar produced by the 
centrifugal process, which is the principal kind moving in international trade. 

Years shown are for crop years; generally the harvesting season begins in the fall months of the year 
shown or in the early months of the following year, except in certain cane-sugar-producing countries in 
the Southern Hemisphere, such as Australia, Argentina, Maritius, Union of South Africa, ete., where the 
season begins in May or June of the year shown. 


2 Restricted crop. 
3 Includes a small amount of cane 


cane sugar. 
* Incl sagar fom Danish beets processed in Sweden. 
5 Includes cane and beet sugar. 


Source: STA 


ин ан Mia 


to postwar boundaries. 


12018--56----2 


Service. Prepared or estimated on the basis of official statistics of foreign 
tural attachés and other United States representatives abroad, results of 
rmation. Estimates of countries having boundary changes have been adjusted 
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The remarkable increase in production long ago removed sugar 
from the category of luxury food items and made it one of the cheapest 
of all foods on a caloric basis. Postwar increases in production have 
brought the world market price down to the present low level of about 
3.25 cents per pound. 

Production has been stimulated by special incentives in the way of 
subsidies, tariffs, and other programs designed to make most of the 
countries of the world partially or wholly self-sufficient with respect 
to sugar production. In those tropical areas where sugar is produced 
in large quantities for export, the absence of other opportunities for 
utilizing labor has tended to promote ever-increasing production 
through low wages. Because of these situations, falling prices have 
not had the familiar effect of curtailing production. In a similar 
way, consumption on a per capita basis has not tended to rise sig- 
nificantly in response to price declines. This is so because of high 
retail prices for sugar in many countries resulting from consumption 
taxes and other devices which insulate the retail price of sugar in 
those countries from the free world market price. 

In most of the countries of the world, the price of sugar to consumers 
is from 2 to 17 cents per pound above the world market level. 

The International К Agreement negotiated in London during 
1953 has as one of its objectives the promotion of sugar consumption 
through the removal of excessive taxation and other consumption 
retarding devices and the discouragement of undue protectionism. 

The long-term effect of the agreement in this respect may be very 
helpful and in the meantime world consumption has been rising at 
a quite remarkable rate in response to population growth and 
improving economic conditions. 

e International Sugar Agreement is also designed to gear produc- 
tion of sugar destined for sale in the world market to demand in 
that market. Nevertheless, the outlook is the same as it has been 
in the past: chronic production in excess of demand during non- 
emergency periods alternating with unsatisfiable demand during 
emergency or wartime periods. 

Prior to the war, our domestic production fluctuated considerably 
and averaged about 4 million tons, a level it first had attained in 1933. 
During the war, and particularly in the latter stages, our national 
poer was to encourage other crops to a greater extent than sugar 

eets. Because of this situation coupled with labor and supply 
shortages resulting from the war, as well as direct war activities, 
production declined in each of the domestic areas, except the mainland 
cane area and averaged about 3.5 million tons. Since the enactment 
of the Sugar Act of 1948, production has risen in each of the domestic 
areas and for the period has averaged about 4.5 million tons. In 1954 
it totaled 4.9 million tons and is estimated to have been about 4.7 
million tons in 1955. 


HISTORICAL DEVELOPMENTS 


The first tariff on sugar was imposed in 1789 to provide revenue 
for this country in the early years of its independence. During the 
major part of the 19th century, when import duties and domestic 
excise taxes were the chief source of Government receipts, the sugar 
tariff yielded close to 20 percent of our import duties. 

The revenue tariff, incidentally, provided protection to the sugar 
industry in Louisiana after that area became a United States Territory 
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in 1803. Hawaii also received the benefit of tariff protection under 
the Reciprocal Treaty of 1875 negotiated with the then Kingdom of 
Hawaii. Following a short experiment during the years between 1890 
and 1894, with sugar on the free list and with a 2-cent-per-pound 
bounty on domestically produced sugar, the tariff was reenacted 
strictly as a protective device for the domestic industry. 

After the Spanish-American War, our new possessions, Puerto Rico 
and the Philippines, received the benefit of tariff protection and a 
preferred tariff status was granted to Cuba. Production expanded 
rapidly in all three areas and also in the mainland sugar beet area 
which had developed in the latter part of the T9th century, but which 
grew rapidly in the early years of the present century. 

During the protective-tariff period, our sugar industry experienced 
alternating periods of prosperity and depression. But by 1933 it 
had become clear that the tariff system alone would no longer ade- 
quately protect the domestic industry. Moreover, it had brought 
Cuba, our principal foreign supplier, to economic and political chaos. 
Sugar prices in Cuba that year declined to a small fraction of the 
2-cent-per-pound tariff. Cuba was no longer a major market for 
American goods. Mainland sugar producers could not get “fair 
exchange value" for their sugar crops. 

Under the present quota system, the tariff is a supplementary means 
of protection and has been reduced progressively from a rate of 2 
cents per pound of Cuban sugar in 1934 to the present rate of 0.5 
cent per pound. 

Congress in 1934 enacted the Jones-Costigan Act, which restricted 
the supply of sugar in the United States market to a total quantity 
determined each year by the Secretary. Market shares for the 
mainland beet and the cane areas were established in the act largely 
on the basis of produetion during the 2 preceding years. The Secre- 
tary was given discretionary power to determine which 3 years during 
the 9-year period, 1925-33, would serve “‘as the most representative” 
years to form the basis for the quotas of each of the offshore areas. 

or most of the areas he chose the period 1931-33, and for Hawaii 
the period 1930-32. The act also provided for a processing tax on 
sugar and for benefit payments to domestic growers as well as for 
control of domestic production and imports. 

The Sugar Act of 1937 established each area’s share of the market 
on the basis of percentages which were about the same as those de- 
veloped through experience under the 1934 act. As a group, the 
domestic areas received 55.59 percent of total domestic requirements 
and were guaranteed a minimum quota of 3,750,000 tons. Cuba’s 
percentage was 28.60; the full-duty countries, 0.40; and the Republic 
of the Philippines, 15.41, with a guaranteed minimum quota for the 
latter country of 952,000 tons of sugar, commercial weight. 

The act provided for an excise tax at the rate of one-half cent per 
pound of sugar and also provided for payments to domestic growers 
on the condition that marketings were kept within individual propor- 
tionate shares of the quota; that they paid fair wages and employed 
no child labor, and that those who were also processors paid fair 
prices for sugarcane or sugar beets. 

After suspension of quotas during the war years, the Sugar Act of 
1948 was enacted with a number of changes designed to meet the 
problems of the postwar transitional period. This committee empha- 
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sized in its report at that time that the act was to be regarded in that 
light and not as the establishment of long-term national sugar policy. 

The domestic areas were given fixed tonnage quotas which were 
roughly equivalent to the percentage shares they had received under 
the 1937 act. The Republic of the Philippines, whose sugar industry 
had been demolished during the war, received the fixed tonnage 
quota specified in the Philippine Trade Act of 1946, 952,000 tons of 
sugar, commercial weight. Guba and the full-duty countries became 
the residual suppliers, with Cuba receiving 98.64 percent of such 
needed supplies. Cuba also was to supply 95 percent of the deficits 
in the Philippine quota which, it was 64 would be large during 
the years * that country was rebuilding its sugar industry. The 
full-duty countries which formerly received all of the Philippines 
deficits retained 5 percent. 

The Sugar Act was amended and extended in 1951, effective as of 
January 1, 1953. The major features of the 1948 act were retained 
unchanged except that the quota for Puerto Rico was increased by 
170,000 tons, that for the Virgin Islands by 6,000 tons, and Cuba’s 
share of the residual quota was reduced to 96 percent, while the 
share of the full-duty countries was raised to 4 percent. 

Because of the special consideration given to Cuba under the 1948 
act and the healthy demand in the world market, Cuba, contrary to 
expectations, was not required to cut its production during the early 
postwar years. As a result of the flourishing demand for sugar during 
the period of the Korean hostilities, Cuba actually was enabled to 
increase production steadily until 1952, when the record crop of 8 
million tons was harvested. That crop, however, supplied all world 
needs and left a surplus of approximately 2 million tons, which has 
overhung the market since that time. Beginning with the next crop, 
Cuba drastically curtailed production and has continued to do so 
— each succeeding year. 

Cuba supplied to this market an average of 2.1 million tons under 
the Sugar Act of 1937, 2.9 million tons during the war years, 3.0 mil- 
lion tons during the 5 years under the Sugar Act of 1948, and 2.8 million 
tons during the 3 completed years under the present extension. 

When the act was extended in 1951, Puerto Rico was the only do- 
mestic area which had experienced a surplus crop and the quota for 
that area was increased by 170,000 tons to alleviate the problem. 
When the extension became effective in 1953, it already had become 
apparent, however, that production was rising rapidly to quota levels 
in all of the domestic areas. Farm production, in general, was mov- 
ing toward a surplus situation in 1952 and, as a result, sugar beets 
have become increasingly favorable in relation to alternative crops. 

Production research has made available new varieties of both sugar 
beets and sugarcane plus improved agronomic practices which have 
tended to increase yields substantially in the last few years. This 
tendency has been particularly strong in the mainland cane area. 

Marketing allotments and acreage controls have been in effect in 
Puerto Rico continuously under the present extension of the act. 
Marketing allotments were imposed in the mainland cane area in 
1953 and in the domestic beet area in 1954. Acreage allotments 
have been in effect in the mainland cane area since 1954 and in the 
beet area beginning with the 1955 crop. 

Current sugar inventories in the domestic beet area are about 
250,000 tons above average and in the domestic cane area 230,000 
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tons above average. In the mainland cane area inventories amount 
to 400,000 tons, or 140 percent above average, and in the domestic 
beet area, 1,600,000 tons, or 20 percent above average. The special 
Government purchase program will reduce these inventories by 
71,500 tons in the mainland cane area and 28,500 tons in the domestic 
beet area. 

SUGAR PRICES 


A hundred years ago, sugar was very expensive and quite rare. 
After the Civil War, for instance, raw sugar wholesaled for more than 
20 cents per pound and at one time in our history the tariff alone on 
loaf sugar was 12 cents per pound. As the price of sugar declined, 
consumption rose until the middle 1920’s, after which time price 
appeared to have little effect upon the rate of sugar consumption in 
this country. The price of sugar in relation to other foods and per 
capita distribution of sugar are shown in table D for the period since 
1860: 


Taste D.—Wholesale sugar prices, index numbers of wholesale prices of all foods 
and wholesale sugar prices in relation to prices of all foods, annually 1860-1954 
and monthly January to May 1955 


{Index numbers of per capita disposable income and wholesale sugar prices in relation to per capita disposable 
income annually, 1910-54, and Ist quarter of 1955] 





| Index numbers | Sugar prices in 
| | (1935-39 = 100) | relation to— 
[Sugar price,| — | 
Year | A ТоС | | | | 

New Yor Prices of | Per capita : | Per capita 
| all foods | disposable | Prices Of | disposable 
| | 








all foods 














ГЭЭ” income income 
| | 
(1) | (2) | (3) | (4) (5) (6) 
| ib. | | 
| Cts. per lb. | 4 | Cts. per lb. | Cts. per lb 
iene cd ERT Р 78 | 78 | — P 54 | 4 — р 
1861. RE BIA eee d ne cd | 8. 75 | 73 | : в... 
1862 — y sd ых | 11.16 | 87 |. Ё 12.83 |.... 
1863 аа ii ; 14. 23 | 100 | š 14. 28 |.. 
1564 x a х: | 22. 56 | 154 . 14. 65 | 
1865 а р ў 21. 56 | 147 | 14. 67 | 
BE i $ | 16. 68 | 141 |.. 11.97 |.. 
1867 - j 15.78 | 136 |. 11. 60 | 
1868 ; š ч i 16.32 | 139 | 11.74 
1869 У ! 16. 19 126 | 12. 85 
1870. . i 13. 53 | НЬ... 11.97 | 
ШИК. NES { Е. 13. 28 | 106 12. 53 |.. 
187 lead 2 12. 37 | 99 12. 49 | 
3023. : ; 11.34 100 | 11. 34 
EE E š бо 10. 56 | 103 | 10.25 | 
ER. Vel ; | 10.72 | 98 | 10. 94 
1876... — io — 10.47 | 92 11.38 | 
1877 ub Medes g: - 11.31 94 | 12. 03 
187 ES ~ š у 9.48 | 76 | 12. 47 
1879. . БИ esas sa : 8.78 | 73 12. 03 | 
1880 Loud 4 а 9. 60 78 | 12. 31 
В ——— 9. 67 | 86 11. 24 
Пола... 2 9.23 | 93 š 9.92 
кл ној ийн над 8. 51 х4 10. 13 
МИН oed d. cds caddie o ek bno eds L 6. 78 76 8. 92 
; 6.44 | 69 9.33 |. 
6.12 | 64 9. 56 
6. 01 | 70 6. 50 | 4 
7.01 | 70 | 10.01 | : 
7. 64 | 64 |. ILS TUA... 
6.17 | 70 | 8.81 |. 
4. 64 | " ЗЖЭГЭРЖЭ 6.72 | 
4.35 64 6. 80 
4.84 | 69 | 7.01 
4.12 | 61 | 6.75 
4.15 60 | | 6.92 
4,53 Ел: | 8. 24 
4.50 8-14 2, 2.0228 | 7.76 
4.96 098 |,::::41.222 | 8.27 
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Тавік D.—Wholesale , index numbers of wholesale prices of all foods 
d wholesale sugar DES F Ya to prices of all foods, annually 1860-1954 
and monthly January to May 1955—Continued 





Index numbers | Sugar prices in 




















(1935-39 100) relation to— 
Prices of | Per capita Per capita 
allfoods | disposable Гуга of disposable 

(wholesale)| income income 
(3) (4) (5) (6) 

. per ib. Сіз. NM Cts. per lb. 
4, 92 Каа ПАДЕ онно 
5.32 ML V Vul Crus. 
5.05 b. ades. 2 | ВО Бањо 
4.46 Пи EN T а. 
4.64 1 Lacs LL. —lu 
4.77 NT LL o pl | бара... 
5,26 о ааа ПАВ aiia 
4. 52 ч | © [22] 
4. 65 BET LE) | Виља о 
4. 96 а | Па 
4.76 T о OE а. re 
4. 97 82 63 | 6. 06 7.89 
5, 34 7 63 6. 85 8. 48 
5.04 85 67 | 5.93 | 7.52 
4.28 82 69 | 5.22 | 6.20 
4.68 82 68 | 5.71 6.88 
5.56 82 71 | 8.7 7.83 
6. 86 95 82 | 7.22 8.37 
7.66 132 98 | 5. 80 7.82 
7.83 151 108 | 5. 19 | 7.25 
9.00 164 122 5.49 | 7.38 
5.55 174 126 8.94 | 12.34 
6.19 114 99 5.43 | 6. 25 
5. 93 111 104 | 5. 34 5. 70 
8. 41 117 119 | 7.19 7.07 
7.31 115 ив | 6. 36 6. 19 
5.45 126 123 | 4. 33 4. 43 
5. 46 126 126 | 4. 33 4. 33 
5.79 122 124 | 4.75 4.67 
5.52 128 126 | 4.31 4. 38 
5.03 126 132 | 3. 99 3. 81 
4. 62 114 117 | 4. 05 | 3. 95 
4. 43 95 99 | 4.66 | 4.47 
3.99 77 75 | 5.18 | 5. 32 
4. 32 77 70 5.61 | 6.17 
4.44 89 80 4. 99 | 5. 55 
4. 85 106 89 | 4.58 | 5. 45 
4. 69 104 101 | 4.51 4. 64 
4.73 108 | 107 | 4. 38 4. 42 
4. 48 | 98 4:82 4.57 
4. 58 89 105 | 5. 15 4. 36 
4. 33 90 112 | 4. 81 3.87 
4. 92 105 136 | 4. 69 3. 62 
5. 45 126 170 | 4. 33 | 8.21 
5,49 135 190 | 4.07 | 2.89 
5.46 133 206 | 4.11 | 2. 65 
5. 39 134 209 | 4. 02 | 2. 58 
6. 34 165 219! 3. 84 2. 89 
8. 12 206 | 228 | 3. 94 3. 56 
7. 60 222 249 | 3. 42 3. 05 
7.81 202 245 | 3. 87 8. 19 
7.84 207 264 | 3.79 2.97 
8.21 232 285 | 3. 54 2. 88 
8 45 229 294 | 3. 60 2.87 
8.55 219 805 | 3. 90 | 2.80 
8. 55 218 305 | 3. 92 | 2. 81 
8.42 212 315 | 3. 97 2. 67 





г» 
р 
| 
| 
| 


Column 2: 
мэ Palmers Sugar Manual q ss Sugar. 
MERE 900-55: Lamborn Sugar Market Report. 
n3: 


1860-1909: Whole Prices юг 213 Years, Warren and Pearson. 
1910-55: Index numbers of the Bureau of Labor Statistics converted to 1935-39= 100. 


lumn 4; 
1910-28: —— һу іу АР 
АЕ me data of U. 8. Department of Commerce. 


gus таа a d 
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In relation to the price of other foods, the price of sugar in the 
United States as in other countries of the world has declined greatly 
during the past century and still continues to do so. Since 1940, for 
instance, the wholesale price of all foods has increased much more 
than the wholesale price of refined sugar. Last year, the wholesale 
price of all foods was 136 percent higher than in 1940, whereas the 
wholesale price of sugar was only 94 percent higher than in 1940. 

Because of protective devices such as tariffs, exchange restrictions, 
and production subsidies which are applied to sugar in almost every 
major sugar-consuming country of the world, relatively little sugar is 
sold in markets where it does not enjoy prefertntial treatment. As a 
result of this market narrowness, the world market price of sugar 
fluctuates widely and is very sensitive to relatively minor shortages or 
surpluses in world production. 

The sugar acts have eliminated the extremes of very high and very 
low prices in the United States market. They have protected do- 
mestic growers during long periods of price depression in the world 
market and likewise have protected consumers during shorter but 
sharper periods of price inflation in that market. Price stability has 
helped assure adequate supplies to consumers and a market for a 
definite quantity of production to producers. 

The following table shows, monthly, beginning in 1947, the world 
market price for raw sugar, the price of raw and refined sugar in this 
country, and the price that would be in line with the price formula of 
section 201 of the Sugar Act. It is interesting to note the stability 
of domestic prices in relation to the world market and also the fact 
that domestic sugar prices have remained well below the formula 
price mentioned in the act. 
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Raw and refined, monthly, January 1947 to date 


Taste E.—Sugar prices 
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(wholesale, New York) 
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See footnotes at end of table, p. 17. 
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Тлв1к E.—Sugar prices: Raw and refined, monthly, January 1947 to date—Con. 
[Cents per pound] 





1 ЗЭ, НЕ 
| | R 

| а efined sugar 

| Raw sugar | (wholesale, New York) 


| 




























































- | | | 
Year and month нээж | „Мона, | 
| New Yor ong- | 
| duty paid | side ship | Actual | Adjusted 3 
| | Cuba | | 
| | | | 
(1) L 0.149 41:88 ® 
— на —— — Е 
1951—January—Continued | | | | 
ИСО А 5.97 | 4. 83 | 8.25 | 9. 85 
Птн o очередь — 5.79 | 4.84 | 8.25 | 9,88 
5,67 | 8.38 | 9,70 
1952— 4.54 | 8. 21 9.88 
4.38 | 8,15 | 9. 82 
4.30 | 8.38 | 9.82 
4.30 | 8. 65 9.86 
4.24 | 8.65 | 9. 87 š 
4.17 | 8.69 | 9.90 И 
4. 16 8.80 | 9.97 Ш 
| 4.05 | 8.80 | 9.98 - 
| 4.00 8.80 | 9.97 X 
| 4.01 8.80 | 9.97 < 
| 4. 00 8. 80 9. 98 
| 3.84 8.71 9.97 x 
КЕНИ а-на алан | 6.26 | 4.17 | 8.62 | 9. 91 š 
1953—January............ | 6. 04 | 3.55 | 8.58 | 9.95 2 
February.... : : š | 6.16 3.52 8.50 | 9. 90 
March... | 6. 33 | 3.27 | 8.65 | 9.92 z 
April........ Š А о 6, 38 | 3. 38 8.75 | 9. 93 1 
Мау.. i : —J > и | 6. 35 | 3.65 8.75 | 9. 96 0 
И. ы Ri o aA 6. 37 3.62 8.7 10. 00 эг 
Пт, : d 6.41 3. 60 8. 79 10. 02 
August ... —* р рана 6. 40 3. 53 8. 85 10. 04 * 
September............ 6.41 3.29 8.85 10.06 Ü 
October 6.40 3.15 8.85 10.08 - 
November... ¿ë а 6. 15 3. 10 8. 69 10. 04 5 
Цааш ыыы 6. 05 3. 27 8. 65 | 10. 04 
Аы ье. б-а 5 3.41 8.72 10.00 + 
—— ее: ы 
1054--1808гу.........--::----------- 6. 04 3. 30 8. 65 10. 06 
FERE ле еленнен Б Аб ы ed 6. 06 3. 39 8. 65 | 10. 04 > 
СА 6. 18 3. 28 8. 73 10. 03 је 
dan oci bes soe Re Neo ERE ан 6. 19 3. 36 8. 80 10. 01 - 
Паре iaa à kaskas qasa d 6. 10 | 3. 32 8. 80 10. 04 0 
СВ ДЭЛ ШИ 6. 15 3.27 8. 80 10. 05 X 
ENS ы KE. do 6. 19 3. 13 8. 80 10. 06 - 
MEE Л AULA Rae m adest E qesiam iudi q ed E 6. 09 3. 18 8. 80 10. 04 ш 
— ель РСК Дэн 5. 98 3.21 8. 70 10. 02 ? 
DENEN bL ib docile or equo i Rs etam i аб | 5.96 3. 25 8. 65 10. 00 — 
November. .... АЕ | 6. 15 3. 26 8. 65 10.01 7 
ОСОИШИ: u... 5.96 3.19 8.65 9. 98 - 
— — - - - 
Average. р 6. 3. 26 8.71 10. 08 
1088 Juno 2. T UT illo ln... 5. 96 3.17 8. 65 9. 98 
ZEN o odis син Бе ји ође 5. 94 3.17 8. 62 9. 98 
о ЕТ 33 с 5. 84 3. 22 8. 55 9. 98 
ое ік» 5. 82 3. 31 8. 55 9. 97 
ау.. = 5, 95 3. 38 8. 55 9. 97 
БЕДА 6.02 3. 26 8. 55 9. 99 
аа 6. 01 3. 22 8. 55 10. 02 
чья 6. 02 3. 22 8. 55 10. 00 
аааз 6. 00 3.27 8. 55 10.04 
Са едас додека 6. 06 3. 28 8. 63 10. 04 
МЭ АЛАН ыы 5.97 3.19 8. 65 10. 04 
Икан ыры... | 5.83 | 3.16 | 8. 65 10.02 
I 
ДЕ о адада | 5.95 | 3. 24 | 8.59 | 10.00 
1 Average delivered price ch United States refiners by Commodity Credit Сања 


3 Prices paid to Cuba by CCC plus CCC's expenses of approximately 1 percent. 
* Adjusted for changes in Consumer's Price Index (Sugar Act Formula). 
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COMPARISON WITH H. R. 7080 AS PASSED BY THE HOUSE 


The bill as reported by this committee is similar in most respects 
to H. R. 7030 as passed by the House. It differs somewhat with 
respect to the allocation of quotas to the various areas. Further, it 
does not contain the section of the House-passed bill which directs 
Commodity Credit Corporation to purchase 100,000 tons of sugar 
from the 2 mainland areas and, in addition, it provides for a 6-year 
rather than a 4-year extension of the Sugar Act. The few remaining 
changes are minor in nature. 

Since last summer, CCC has purchased 100,000 tons of sugar from 
the mainland areas. Inasmuch as the objective of the House-passed 
bill with respect to the purchase program has been fulfilled, no pur- 

se would be served in continuing that section and, accordingly, it 

as been deleted from the bill reported by this committee. 

With respect to quotas, both bills are similar for that portion of 
requirements amounting to 8,350,000 tons. This bill provides that 
the domestic areas shall supply 55 percent and foreign areas 45 
percent of consumer requirements in excess of 8,350,000 tons, whereas 
the House-passed bill divided such increases equally between domestic 
and foreign areas. Both bills provide priorities as to the manner in 
which the several domestic areas shall participate in the first 188,000 
tons of the quota increase accruing to them. This bill gives first 
priority to the 2 mainland areas with respect to the first 165,000 tons 
of such increase, a second priority of 20,000 tons to Puerto Rico, and 
a third priority of 3,000 tons to the Virgin Islands. The House bill 
contained a collective priority for all domestic areas except Hawaii 
for 1956. Both bills provide that increases in total domestic quotas 
in excess of the priorities be apportioned on the basis of the domestic 
quotas in effect at the time such increases occur. 

A substantial difference exists between the two bills with respect to 
section 7 which establishes the method of sharing quotas among 
foreign countries. Both bills provide the same quota for the life of 
the amendment to the Republic of the Philippines, namely, 952,000 
tons, commercial weight, and both retain provisions of the current 
act with respect to the division between Cuba and other foreign 
countries for the year 1956. 

Beginning in 1957 the two bills would produce substantial differences 
in the quotas for domestic and foreign areas. Table F shows the 
prospective quotas that would result from the House bill. The 
differences between quotas for foreign’ areas shown in table F and 
those shown in table A, which would result from this bill, would 
increase appreciably if the House bill gave domestic areas 55 percent 
of the future incregses in the United States. The House bill would 
give the domestic areas only 50 percent of such increases. 
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Tapug F.—Sugar quotas and prorations: H. К. ?030 as passed by House under 
assumed requirements, 1956—60 


[Short tons, raw value] 





- — — 





J | 
| 1956 | 197 | 198 | 199 | 160 
и Арран арр Йй ви u Ë нова | ый 
| 
Assumed requirements............ b 8,535,000 | _ 8,670, 000 | 8, 805, 000 | | 8, 940, 000 | 9, 075, 000 
Р = === = = — — — — == — —— 
Domestic areas................ | 4, ‚536, 500 | 4, 604, ооо 4, 671, 500 | 4, 739, 000 | 4, 806, 500 
к= — — = — 4 — — — — — 
Beet..... жазыл ыды | 1, "T 810 | 1, 869, 215 | 1, 896, 620 | 1, 924, 024 | 1,951, 430 
Mainland cane. ... .........-..-..-- | _ 539,405 | 547,431 | & 565,457 | 56, 483 | 571, 509 
WAS. ST... — — Ë 1,052,000 | 1,067,653 | 1,083,306 | 1,098,959 | 1,114,612 
PMID BS. 121.5. --- "ona ин =» 1,089,805 | 1,106,020 | 1,122,236 | 1,138, 452 1,154,667 
VERE DONIS. о em Ier rn] 13, 480 13,681 13, 881 | 14, 082 14, 282 
А До L... L LK. 3 эм, 500 | 4, 066, 000 4, 133,2 500 | 4, 201, 000 | 4, 208, 50 
Philippines Bette testi аған | 980.000 | 980, ‚000 | 980, 000 | 980, 000 | 980, 000 
Са š " Нн кке ЖОШ: ЖИЛЕ: ЖОШ, 000 | | 2,933,500 | 2,956,000 | 2,978,500 
S Full duty” countries. А Улда Еа _1%, 740 | 75, 000 | 220, 000 | 265, 000 | 310, 000 
Dominican Republic. . 29,984 ТЕТІ 74, 403 | 90, 221 | 105, 789 
Mello iIIa sail — 12, 432 | 31,564 | 40,218 | 48, 768 | 57, 184 
Місагашиа.......... — 4 8, 498 | 7, 891 10,054 | 12, 192 | 14, 296 
PES. 2i. 2. шд. 44: | 56, 396 | 56, 814 72, 392 | 87, 782 | 102, 930 
Кына аон a | 2, 901 5, 156 6, 022 | 6, 877 | 7, 718 
Costa Rica. ..... x | *(1,084) 3, 489 3, 832 | 4,382 5,097 
Formosa........ ы 2 (1,114) 3,448 3,882 | 4,447 | 5, 181 
Netherlands. .... | 2 (1,123) 3, 460 3, 898 | 4, 467 | 5, 207 
Panama. ... . d | 2 (1,114) 3, 448 3, 882 | 4, 447 | 5. 181 
Belgium... * + | ? (182) 182 182 182 | 182 
British Guiana.. | ? (85) 85 85 85 | 85 
Canada .. 1 | 2 (631) 631 631 | 631 | 631 
Hong Kong... БА 2 (3) 3 3 3 3 
United Kingdom 2 (516) | 516 516 | 516 | 516 


Е] Вауа4ог 3....- . — $, 492 | | 


1 Philippine quota for 1956 is 980,000 tons, may vary slightly in subsequent years. 

2 Average 1953-54 charges against quotas. These countries do not have specific prorations under the pres- 
ent law. These entries are made within the proration for unspecified countries which amounts to 6,037 
tons when requirements are 8,535,000 tons. 

? No entries since 1949, 


In view of the long-term commitments and planning necessary for 
the efficient operation of the sugar-producing industry, the committee 
feels that a 6-year extension is desirable. The House bill provided 
for a 4-year extension. The bill as reported by the committee also 
extends the termination date of taxes under the Internal Revenue 
Code for 6 years. 

The bill as reported by the committee differs from the House-passed 
bill in the following minor respects: 

(1) Seetion 4 of both bills provides for hearings in connection with 
determinations which may be made by the Secretary concerning the 
meaning of the term ‘‘to be further refined or improved in quality.” 
The bill as reported by the committee provides for procedures to be 
followed in making that determination that would be consistent with 
the procedures now followed in administering other provisions of the 
sugar act. 

(2) In section 15 of the bill a reference in the same section of the 
House bill to the entire direct-consumption portion of the quota is 
changed to the unfilled part of the direct-consumption portion of the 
quota. 

(3) Section 22 of this bill differs from the corresponding section of 
the House bill (sec. 23) with respect to the effective date of sections 
1 through 4. The House bill passed last July would have permitted 
the preparation and issuance of regulations during the remainder of 


1955, whereas this bill grants such necessary time after enactment in 
1956. 
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ANALYSIS OF THE BILL 
Definitions w 

Sections 1 through 4 of the bill amend certain definitions contained 
in title I of the Sugar Act of 1948, as amended. In general, these 
amendments clarify the definitions to coincide with the evident 
intent of the act. In addition, the amendment provides more specific 
instructions for administering those provisions of the act dependent 
upon definitions. 

The first and second sections of the bill amend subsections (d) and 
(e) of section 101 of the act. Subsections (d) and (e) define raw 
sugar and direct-consumption sugar, respectively. The wording of 
the present definitions is such that it is doubtful whether some liquid 
sugar from domestic offshore areas should be classified as either raw 
or direct-consumption sugar, although a literal interpretation of the 
present definitions would permit liquid sugar of refined quality from 
domestic offshore areas to enter within the overall quotas without 

to the direct-consumption limitations. The amendments to 
these two subsections clarify the present definitions to permit the 
classification for quota purposes of liquid sugar from domestic off- 
shore areas as either raw or direct-consumption sugar. Such classifi- 
cation is in accordance with the principle that is applied to the 
classification of crystalline sugar. The amendments are intended to 
exclude from the raw and direct consumption definitions liquid sugar 
from all foreign countries. Liquid sugar entries from such countries 
are limited by sections 208 and 212 of the act. Thea mended defini- 
tions of raw and direct-consumption sugar are supplemented by, and 
are to be read in the light of, the provisions of the new subsection (n). 

Section 3 of the bill amends subsection (i) of section 101 of the act 
by striking out the parenthetical word “(Clerget).” The word 
“Clerget”’ refers to an analytical method and its deletion does not affect 
the meaning of the term “total sugar content” which is defined in 
subsection (i). Its deletion in the amendment, however, eliminates 
the requirement of the use of a method (the Clerget method) for 
determining sucrose in the measurement of total sugar content. The 
amendment permits the utilization of newer and more accurate 
methods for such determinations. 

Section 4 of the bill adds a new subsection (n) to section 101 of the 
act. The amendment defines the term “to be further refined or 
improved in quality,” which is contained in both the raw and direct- 
consumption sugar definitions and which is ‘a criterion for distinguish- 
ing raw from direct-consumption sugar for quota purposes. Тһе 
definition of the term “to be further refined or improved in quality" 
basically establishes the minimum processing to which sugar must be 
subjected before it can be classified as raw sugar. In the event there 
is any question as to the processes to which raw sugar is to be sub- 
jected or as to the specific qualities of sugar which may be so processed 
the amendment also provides the Secretary with authority to hold 
hearings to determine whether specific processes to which su are 
subjected meet the requirements of the standards —“ by the 
amendment or whether sugars of specific qualities are of raw or direct- 
— sugar quality. The amendment gives clearer guidance 
to the Secretary in administering those provisions of the act, which 
requires him to classify sugar as raw or direet consumption for making 
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the proper quota charges. The amendment permits the Secretary to 
consider the type and extent of processing and the quality of sugar 
in addition to the use criterion contained in subsections (d) and (e) 
in distinguishing raw sugar from direct-consumption sugar. 


Price objective 


Section 5 merely amends the base period for the consideration that 
the Secretary is directed in section 201 of the act to give to the 
relationship between the wholesale price of refined sugar and the 
general cost of living in the United States. The bill changes the 
base period from January through October 1947 to the now generally 
accepted statistical base period of 1947—49. 


Quotas 


Section 6 amends subsection 202 (a) of the act which establishes 
quotas for the domestic areas. The present fixed quotas for these 
areas are retained and, in addition, the domestic areas are assigned 
55 percent of all increases in sugar requirements of the continental 
United States in excess of 8,350,000 tons, raw value. The first 
165,000 tons, or any part thereof, by which quotas for the domestic 
areas are so increased is apportioned 51.5 percent to the domestic 
beet area and 48.5 percent to the mainland cane area; the next 20,000 
tons are assigned to Puerto Rico; and the next 3,000 tons to the 
Virgin Islands. Thereafter, increases are apportioned on the basis 
of the then existing quotas. 

Section 7 amends subsection 202 (c) of the act which establishes 
quotas for foreign countries other than the Republic of the Philip- 
pines. The total of such quotas which results from consumers’ 
requirements of 8,350,000 tons or less is the same as that presently 
established under the act. The effect of section 6 of the bill with 
respect to these quotas, it will be recalled, is to change participation 
in consumption requirements in excess of 8,350,000 tons from 100 
реїсеп& аз provided under the present act to 45 percent. 

In 1956, the proration of the quota among such countries conforms 
to the terms of the present act. In 1957 Cuba retains 96 percent and 
other such foreign countries 4 percent of the quota resulting from 
sugar requirements of 8,350,000 tons or less. The 45 percent of sugar 
requirements in excess of 8,350,000 short tons so assigned is dis- 
tributed 33.8 percent to Cuba, 4 percent to Peru, 2 percent to the 
Dominican Republic, 4 percent to Mexico and 1.2 percent to other 
such foreign countries. 

In 1957, the proration of 4 percent of the quota for foreign countries 
other than Cuba and the Republic of the Philippines (resulting from 
sugar requirements of 8,350,000 tons or less) is accomplished first 
by assigning to each such foreign country whose average entries 
within its quota for 1953 and 1954 were less than 1,000 short tons, a 
proration equal to its average entries during those years; second, by 
assigning to each such foreign country whose average entries within 
its quota during 1953 and 1954 were not less than 1,000 nor more 
than 2,000. short tons, a proration of 3,000 short tons; third, by 
assigning to each such foreign country whose average entries within 
its quota during 1953 and 1954 were not less than 2,000 nor more 
than 10,000 short tons, a proration equal to its average entries within 
its quota during those years plus 1,000 short tons; and finally, by 
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prorating the balance to such foreign countries whose average entries 
within the quotas during 1953 and 1954 exceeded 10,000 short tons, 
on the basis of the average entries within the quotas for each such 
country for the years 1951 to 1954, inclusive. 

In 1958 and subsequent years, the proration of 4 percent of the 
uota for foreign countries other than Cuba and the Republic of the 
hilippines (resulting from sugar requirements of 8,850,000 tons or less) 

is accomplished first, by assigning to each such foreign country whose 
ave entries within its quota during the years 1953 and 1954 were 
less than 1,000 short tons, a proration equal to its average entries 
during those years; and second, by prorating the balance of the pro- 
ration of 4 percent among the remainder of such countries on the 
basis of the final quotas established for such countries for the calendar 
year 1957. 

In 1957 as well as 1958 and subsequent years, the proration of 1.2 
percent of sugar requirements in excess of 8,350,000 tons to foreign 
countries other than Cuba, the Republic of the Philippines, Peru, 
the Dominican Republic, and Mexico would be prorated on the same 
basis as the quota resulting from sugar requirements of 8,350,000 
tons is prorated among such countries. 

Section 8 of the bill adds a new subsection (e) which affects those 
foreign countries having quotas in excess of 10,000 short tons. In 
the event any such country hereafter fails by more than 10 percent 
to fill its quota or proration in any year during which the world 
price of sugar exceeds the domestic price, its quota in subsequent 
years shall be reduced by an amount equal to that by which the 
country failed to fill its quota or proration, unless failure to do so 
was due to crop disaster or force majeure, or the Secretary determines 
that such quota reduction would be contrary to the objectives of the 
act. The amendment encourages continued deliveries of sugar from 
foreign countries even when price considerations are more favorable 
in the world market. The amendment provides that any quota 
reduction shall be prorated in the same manner as a deficit is prorated 
under section 204 of the act. 


Proration of deficits 

Section 9 amends section 204 of the act which establishes the method 
of prorating deficits. The effect of the change is to prorate to the 
domestic areas alone, rather than to Cuba and domestic areas, any 
deficit in a domestic sugar-producing area quota which occurs because 
of inability to market that part of its quota resulting from sugar 
requirements in excess of 8,350,000 short tons. A further change 
directs the Secretary, in the event a domestic area is unable to fill 
its proration of any deficit resulting from sugar requirements in excess 
of 8,350,000 short tons, to apportion such unfilled amount to such 
other domestic areas which are able to fill the deficit. In the event 
no domestic area can supply the needed sugar, the Secretary is directed 
to add such unfilled amount to the quota for Cuba. 


Allotment of quotas or prorations 

Section 10 amends section 205 (a) of the act by authorizing the 
Secretary, when he allots any area’s quota or proration, to consider, 
in addition to the factors presently specified and to make appropriate 
allowance for the adverse effect of drought, storm, flood, freeze, disease, 
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insects, and other uncontrollable conditions which seriously and 
broadly affect a general area served by the factory or factories of 
any allottee. "This amendment addresses itself to the effects of 
adverse natural conditions and not to adverse economic circumstances. 


Direct-consumption sugar limitations 

Section 11, which amends section 207 (a) of the act, provides that 

ortions of the quotas for Hawaii and Puerto Rico which may be 
filled by direct consumption sugar are to be increased in the same 

roportion as the overall quotas are increased. With respect to 
Panis Rico, the amendment provides that ihcreases in the direct- 
consumption portion of the quota may be filled by either crystalline 
or liquid sugar, but restricts to crystalline sugar the filling of the 
present direct consumption portion of the quota, which is 126,033 
short tons. 

Section 12 of the bill amends the limitations in section 207 (h) of the 
act with respect to direct consumption sugar which apply to the quota 
of foreign countries other than Cuba and the Republic of the Philip- 

ines. Such countries with overall prorations of 7,000 short tons or 
-- may fill their entire proration with direct-consumption sugar. 
The present limitation of 1.36 percent of the quota for foreign countries 
other than the Republic of the Philippines is retained for such countries 
whose prorations exceed 7,000 short tons. Such limitation is prorated 
on the basis of the average importation of direct-consumption sugar 
within the quota during the years 1951 to 1954 inclusive. 
Conditional payments to domestic producers 

Section 13 of the bill permits the marketing or processing in excess 
of the proportionate share for the farm of sugar beets or sugarcane 
for the production of sugar to be used for livestock feed. 

Section 14 of the bill amends subsection 302 (b) of the act by 
authorizing the Secretary, in determining proportionate shares with 
respect to domestic sugar-beet and sugarcane farms, to give con- 
sideration, insofar as practicable, to the interest of producers in any 
local-producing area whose past production has been adversely, 
seriously, and generally affected by drought, storm, flood, freeze, 
disease, insects, or other similar abnormal and uncontrollable condi- 
tions. As in the case of subsection 205 (a), this amendment addresses 
itself to the effect of adverse natural conditions rather than to ad- 
verse economic circumstances. Section 14 also authorizes the Secre- 
tary, on application of an owner of a farm in Puerto Rico, to transfer 
the sugarcane production record for any parcel of land owned by 
such applicant in Puerto Rico to any other parcel owned by the 
applicant, if he finds such transfer to be in the public interest be- 
cause of more economic utilization of land resources, conservation of 
soil and water resources, or the fostering of greater diversification of 
agricultural production. 


Administrative provisions 

Section 15 of the bill adds a new subsection (b) to section 405 of 
the act and designates the present section 405 as subsection (a). 
The amendment provides that any person whose sugar-processing 
operations meet the requirements ‘of subsection 101 (n) and who 
imports sugar of direct-consumption quality for processing under a 
declaration that such sugar is raw sugar, sháll forfeit to the United 
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States 1 cent for each pound of such s in excess of the unfilled part 
of the direct-consumption portion of the applicable quota, proration, 
or allotment thereof. Since sugar is often entered and partly or 
completely processed. before a determination of its quality is made, 
it is possible that some sugar declared to have been raw sugar will 
be determined to have been of direct-consumption quality when en- 
tered. If such sugar is in excess of the unfilled portion of the direct- 
consumption quota, proration, or allotment thereof, forfeiture of 1 
cent per pound is provided. This forfeiture is considered sufficient 
to make it unprofitable to enter for further processing direct- 
consumption sugar in excess of the direct-consumption limitations. 

Section 16 of the bill amends section 407 of the act to provide that 
the provisions of that section shall not apply to persons whose services 
are utilized in the administration of the act pursuant to section 305. 
The application of the provisions of section 407 to such persons who 
do not have access to information that might aid them in investing 
or speculating in sugar has on occasion precluded the Department 
from obtaining the services of persons who are best qualified to serve 
in field offices. The difficulties have been most acute and embar- 
rassing in areas served by cooperative sugar mills, The amendment 
does not remove the restrictions of section 407 from Washington 
officials who do have information that would be of value in investing 
or speculating in sugar, but it does permit the employment of State, 
county, and community committeemen and employees who own stock 
іп à sugar company or who are members of a cooperative mill. 

Section 17 of the bill inserts a new section 411 and renumbers 
present sections 411 and 412 of the act. The amendment authorizes 
the Secretary of Agriculture to reconcile imports of sugar from forei 
countries with the Government's obligation under article 7 of the 
International S —— (ratified by and with the advice and 
consent of the 6. S. Senate on April 29, 1954). The amendment 
restricts imports of only those countries that do not participate in 
the agreement. The amendment permits the Secretary to take similar 
action on the corresponding provisions of successor agreements ratified 
by and with the advice and consent of the United States Senate. 
Period for which bill is effective 

Section 18 amends renumbered section 412 of the act and provides 
for termination of the act on December 31, 1962. Under the provision 
of the act the Secretary has authority to make payments under title ITI 
on programs applicable for the crop year 1962 and previous crops. 

Section 19 extends to June 30, 1963, the period during which the 
excise and import compensating tax is applicable to sugar. 

Section 22 of the bill provides that the amendments shall become 
effective January 1, 1956, except as otherwise provided. In particu- 
lar, sections 1 ав 4 will become effective upon implementation 
by publication of regulations in the Federal Register or 6 months after 

e date of enactment of this bill into law, whichever is earlier. 


Amendments to the Internal Revenue Code 

Section 20 of the bill amends section 4502 (4) of the 1954 Internal 
Revenue Code. That section of the code defines the term “total 
sugars” similarly to the term “total sugar content" contained in section 
101 (i) of the act and refers to Customs Regulations of 1930, which 








EXTENSION OF SUGAR ACT ОЕ 1948 25 


have since been superseded. The amendment in no way affects the 
meaning of the term “total sugars” and permits the Treasury Depart- 
ment to use methods that are most appropriate to the determination 
of total sugars. 

Section 21 of the bill amends section 4505 and 6418 (a) of the Inter- 
nal Revenue Code of 1954. The amendments provide that the im- 
port compensating tax on manufactured sugar imported into the 
United States for use in the distillation of alcohol or for livestock feed 
may be refunded. Section 212 of the sugar act exempts from quotas 
any sugar or liquid sugar used for such purposes. However, tax 
exemption under the Internal Revenue Code has been only partly 
consistent with the quota exemption. The excise tax applicable to 
sugar manufactured in the United States has been refundable on sugar 
used for livestock feed or for the distillation of alcohol, but the import 
compensating tax applicable to manufactured sugar imported into 
the United States has not been refundable on sugar used for the same 
purpose. The amendment provides that either the excise tax or the 
import compensating tax, whichever is applicable, may be refunded 
on sugar used for livestock feed or for the distillation of alcohol. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing би proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


SUGAR ACT OF 1948, AS AMENDED 
TITLE I—DEFINITIONS 


Sec. 101. For the purposes of this Act, except title V— 
+ ж * ж ж ж ж 

(d) [The term “raw sugar" means any sugars which are principally of crystal- 
line structure and which are to be further refined or improved in quality, and 
any == <= which are principally not of crystalline structure, but which are to 
be further refined or otherwise improved in quality to produce any sugars prin- 
cipally of crystalline structure.] The term “raw sugar” means any sugars 
exclusive of liquid sugar from foreign countries having liquid sugar quotas), whether 
or ке ine of crystalline structure, which are to be further refined or improved 
in quality to produce any sugars principally of crystalline structure or liquid sugar. 

(e) [The term *'direct-consumption sugar" means any sugars which аге 
principally of crystalline structure and which are not to be further refined or 
otherwise improved in quality. The term “‘direct-consumption sugar’ means 
any sugars principally of crystalline structure and any liquid sugar (exclusive of 
liquid sugar from foreign countries having liquid sugar quotas), which are not to be 
further refined or improved in quality. 

ж ж ` * * ~ * 

(i) The term “total sugar content” means the sum of the sucrose [(Clerget) 
and reducing or invert sugars contained in any grade or type of sugar or liqui 
sugar. 

+ * * * ж ж ж 


(n) The term “to be further refined or improved in quality” means to be subjected 
substantially to the procésses of (1) affination or defecation, (2) clarification, and 
(3) further Г by adsorption or crystallization. The Secretary is authorized, 
after such ng and upon such notice as he may by regulations prescribe, to deter- 
mine whether specific processes to which e are subjected are sufficient to meet the 
requirements of this paragraph (n) and whether sugars of specific qualities are raw 
sugar within the meaning of paragraph (d) of this section, or direct-consumption 
sugar within the meaning of paragraph (e) of this section. 
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TITLE II—QUOTA PROVISIONS 


Вес. 201. The Secretary shall determine for each calendar year, beginning with 
the calendar year 1948, the amount of sugar needed to meet the requirements of 
consumers in the continental United States; such determinations shall be made 
during the month of December in each year for the succeeding calendar year 
(in the case of the calendar year 1948, during the first ten days thereof) and at 
such other times during such calendar year as the Secretary may deem — 
to meet such requirements. In making such determinations the Secretary shall 
use as & basis the quantity of direct-consumption sugar distributed for consump- 
tion, as indieated by official statistics of the Department of Agriculture, during 
the twelve-month period ending October 31 next preceding the calendar year for 
which the determination is being made, and shall make allowances for a deficiency 
or surplus in inventories of sugar, and for changes in consumption because of 
—— in population and demand conditions, as computed from statistics pub- 
lished by ncies of the Federal Government; and, in order that such determi- 
nations shall be made so as to protect the welfare of consumers and of those 
engaged in the domestic sugar industry by providing such supply of sugar as will 
be consumed at prices which will not be excessive to consumers and which will 
fairly and equitably maintain and protect the welfare of the domestic sugar 
industry, the Secretary, in making any such determination, in addition to the 
consumption, inventory, population, and demand factors above specified and the 
level and trend of consumer purchasing power, shall take into consideration the 
relationship between the prices at wholesale for refined sugar that would result 
from such determination and the general cost of living in the United States as 
compared with the relationship between prices at wholesale for refined sugar and 
the general cost of living in the United States obtaining during [1947 prior to 
the termination of price control of sugar] 1947-49 as indicated by the Consumers’ 
Price Index as published by the Bureau of Labor Statistics of the Department of 


Ғғ 
Sec. 202. Whenever a determination is made, pursuant to section 201, of the 
amount of sugar needed to meet the requirements of consumers, the Secretary 
shall establish quotas, or revise existing quotas— 
(a) (1) For domestic sugar-producing areas[,] by apportioning among such 
areas four million four hundred and forty-four thousand short tons, raw value, 
as follows: 


Short tons, 

Area raw value 
ПИ ES ESS EOL SEIT о а dubai nme À 1, 800, 000 
Pn OASIS BORAT a ees ss ul ce арашы 500, 000 
аа. 1, 052, 000 
а аана анаа ырыс» ар ићи и је већа 1, 080, 000 
— а аксе а NE OTR OTE аи ъа 9 dott m 12, 000 


(2) To the above total ли million four hundred forty-four thousand short tons, 
raw value, there shall be ed an amount equal to 55 per centum of the amount by 
which the Secretary's determination of requirements of consumers in the continental 
United States for the calendar year exceeds eight million three hundred and fifty 
thousand short tons, raw value. Such additional amount shall be apportioned among 
and added to the quotas established under paragraph (1) of this subsection for such 
domestic sugar-producing areas, respectively, as follows: (A) The first one hundred 
sixty-five thousand short tons, raw value, or any part thereof, by which quotas for the 
domestic areas are so increased shall be apportioned 51.5 per centum to (he domestic 
beet sugar area and 48.5 per centum to the mainland cane sugar area; (B) the next 
twenty thousand short tons, raw value, or any part thereof, by which such quotas are 
80 increased shall be apportioned to Puerto Rico; (C) the nert three thousand short 
tons, raw value, or any part thereof, by which such quotas are so increased shall be 
apportioned to the Virgin Islands; (D) any additional amount shall be apportioned 
on the basis of the quotas established in paragraph (1) of this subsection as adjusted 
by subparagraphs (A), (B), and (C) of this paragraph (2). 

(b) For the Republic of the Philippines, in the amount of nine hundred and 
fifty-two ен short tons of sugar as specified in section 211 of the Philippine 
Trade Act of 1946. 

(c) [For] (1) For the calendar year 1956, for foreign countries other than the 
Republic of the Phiiputese, by prorating among such countries an amount, of 
sugar, raw value, equal to the amount determined pursuant to section 201 less 
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the sum of the quotas established pursuant to subsections (a) and (b) of this 
section, on the following basis: 


Per 
Country centum 
SR o о салаты eo See a ee је 96 
Foreign countries other than Cuba and the Republic of #ће Ре рршев_____ t 


Ninety-five per centum of the quota for foreign countries other than Cuba 
and the Republic of the Philippines shall be prorated among such countries on 
the basis of the average amount imported from each such country within the 
quotas established for the years 1948, 1949, and 1950, except that a separate 
proration need not be established for any country which entered less than 2 
per centum of the average importations within the quotas for such years. The 
amount of the quota not so prorated may be filled by countries not receiving 
separate prorations, but no such country shall enter an amount pursuant to 
this subsection in excess of 1 per centum of the quota for foreign countries other 
than Cuba and the Republic of the Philippines. 

(2) For the calendar year 1957 and for each subsequent calendar year for foreign 
countries other than the Republic of the Philir pines, by prorating (A) to CuLa 96 per 
centum and (B) to other foreign countries 4 per centum of the amount of sugar, raw 
value, by which eight million three hundred and fifty thousand short tons or such lesser 
amount as determined pursuant to section 201 exceeds the sum of four million four 
hundred and forty-four thousand short tons, raw value, and the quotas established 
rursuant to subsection (b) of this section; and by prorating 45 per centum of the amount 
of sugar, raw value, by which the amount determined pursuant to section 201 exceeds 
the sum of eight million three hundred and fifty thousand short tons as follows: 


Country Per centum 
СИ а а а LE сал тд. Хал о ны c 992.8 
Pu sexu. : i н Ze pue asal Qe 4.0 
Dominican Republic... E vios c аан E а 2.0 
ANNE Ou су 2; 4 : 5 R paS 4.0 
Other countries... pea = F > о а 1.2 


45.0 
The above proration of 1.2 per centum to foreign countries other than Cuba, the Re- 
public of the Philippines, Peru, the Dominican Republic, and Mexico shall be appor- 
tioned on the basis of the aprortionments to such countries under paragraph (3) ој 
this subsection. 

(3) For the calendar year 1957, the proration of 4 per centum under paragraph 
(2) (B) of this subsection for foreign countries other than Cuba and the Republic of 
the Philippines shall be apportioned, first, by assigning to each such foreign country 
whose average entries within the quotas during the years 1953 and 1954 were less than 
one thousand short tons, raw value, a proration equal to its average entries within the 
quotas during 1953 and 1954, and second, by assigning to each such foreign country 
whose average entries within the quotas during 1953 and 1954 were not less than one 
thousand nor more than two thousand short tons, raw value, a proportion of three 
thousand short tons, raw value, and third, by assigning to each foreign country whose 
average entries within the quotas during 1953 and 1954 were not less than two thou- 
sand nor more than ten thousand short tons, raw value, a proration equal to the 
average entries from each such country within the quotas during 1953 and 1954, plus 
one thousand short tons; raw value, and fourth, by prorating the balance of such quota 
to such foreign countries whose average entries within the quotas during 1953 and 
1954 exceeded ten thousand short tons, raw value, on the basis of the average entries 
within the quotas from each such country for the years 1951, 1952, 1953, and 1954. 

For the calendar year 1958 and for each subsequent calendar year, the proration 
of 4 per centum under paragraph (2) (B) of this subsection for foreign countries 
other than Cuba and the Republic of the Philippines shall be apportioned, first, by 
assigning to each such foreign country whose average entries within the quotas during 
the years 1953 and 1954 were less than one thousand short tons, raw value, a pro- 
ration equal to iis average entries within the quotas during 1953 and 1954, and 
second, by prorating the balance of such quota among the remainder of such countries 
on the basis of the final quotas established for such countries pursuant to this section 
for the calendar year 1957. 

(d) Notwithstanding the other provisions of this title II, the minimum quota 
established for Cuba, including increases resulting from deficits determined pur- 
suant to section 204 (a), shall not be less than the following: 
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(1) 28.6 per centum of the amount of sugar determined under section 201 
шэн such amount is seven million four hundred thousand short tons or less; 
an 
(2) two million one hundred and sixteen thousand short tons, when the 
amount of sugar determined under section 201 is more than seven million 
four hundred thousand short tons. 
The quotas for domestic пагоста areas, established pursuant to the other 
provisions of this title II, shall be reduced pro rata by such amounts as may be 
required to establish such minimum quota for Cuba. 
€) Whenever in any year any foreign country with a quota or proration thereof of 
more than ten thousand short tons fails to fill such quota or proration by more than 
10 per centum and at any time during such year the world price of sugar exceeds the 
domestic price, the quota or proration thereof for such country for subsequent years 
shall be reduced by an amount equal to the amount by which such country failed to fill 
its quota or proration thereof, unless the Secretary finds that such failure was due to, 
crop disaster or force majeure or finds that such reduction would be contrary to the 
objectives of this Act. Any reduction hereunder shall be prorated in the same manner 
as deficits are prorated under section 204. 
* ж ж ж ж + ` 

Sec. 204. (a) The Secretary shall from time to time determine whether, in 
view of the current inventories of sugar, the estimated production from the acreage 
of sugarcane or sugar beets planted, the normal marketings within a calendar year 
of new-crop sugar, and other pertinent factors, any area will be unable to market 
the quota for such area. If the Secretary finds that any domestic area or Cuba 
will be unable to market the quota for such area, he shall revise the quotas for the 
domestic areas and Cuba by prorating an amount of sugar equal to the deficit so 
determined to the other such areas on the basis of the quotas then in effect: Pro- 
vided, That any deficit in any domestic sugar-producing area occurring by reason of 
inability to market that part of the quota for such area allotted under the provisions of 
section 202 (a) (2) shall first be prorated to other domestic areas on the basis of the 
quotas then in effect. If the Secretary finds that the Republic of the Philippines 
will be unable to market the quota for such area, he shall revise the quotas for 
Cuba and foreign countries other than Cuba and the Republic of the Philippines 
by мами an amount of sugar equal to the deficit, so determined, as follows: 

To Cuba, 96 per centum; and 
To foreign countries other than Cuba and the Republic of the Philippines, 
4 per centum. 

If the Secretary finds that foreign countries other than Cuba and the Republic 
of the Philippines cannot fill the quota for such area, he shall increase the quota 
for Cuba by an amount equal to the deficit. 

Whenever the Secretary finds that any area will be unable to fill its proration 
of any such deficit, he may apportion such unfilled amount on such basis and to 
such areas as he determines is required to fill such deficit; except that in the case of 
proration of any such deficit in any domestic sugar-producing area occurring by 
reason of inability to market that part of the quota pr such area allotted under and 
by reason of section 202 (a) (2), the Secretary shall apportion the unfilled amount 
on such basis and to such other domestic areas as he determines is required to fill such 
deficit, and if he finds that no domestic area will be able to supply such unfilled 
amount, he s add it to the quota for Cuba. 

` ж ж ж * ` * 

бес. 205. (а) Whenever the Secretary finds that the allotment of any quota, 
or proration thereof, established for any area pursuant to the provisions of this 
Act, is necessary to assure an orderly and adequate flow of sugar or liquid sugar 
in the channels of interstate or forei commerce, or to prevent disorderly market- 
ing or im tion of sugar or liquid sugar, or to maintain a continuous and stable 
supply of sugar or liquid sugar, or to afford all interested persons an equitable 
opportunity to market sugar or liquid nen within any area’s quota, after such 
h and upon such notice as he may by ions prescribe, he shall make 
allotments of such quota or proration thereof by allotting to persons who market 
or import sugar or liquid sugar, for such periods as he may designate, the quantities 
of sugar or liquid sugar which each such person may market in continental United 
States, the Territory of Hawaii, or Puerto Rico, or may import or bring into con- 
tinental United States, for consumption th Š otments shall be made in 
such manner and in such amounts as to provide a fair, efficient, and equitable 
distribution of such quota or proration thereof, by taking into consideration the 
processings of sugar or liquid sugar from sugar beets or sugarcane to which pro- 
portionate shares, determined pursuant to the provisions of subsection (b) of 
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section 302, pertained; the past marketings or importations of each such person; 
and the ability of such person to market or import that portion of such quota or 
proration thereof allotted to him. In making such allotments, the Secretary may 
also take into consideration and make due allowance for the adverse effect of drought, 
storm, flood, freeze, disease, insects, or other similar abnormal and uncontrollable 
conditions seriously and broadly affecting any general area served by the factory or 
factories of such person. The Secretary may also, upon such hearing and notice as 
he may by regulations prescribe, revise or amend any such allotment upon the 
same basis as the initial allotment was made. 
ж ж ж ж ж е ж 


Sec. 207. (a) Not more than twenty-nine thousand six hundred and sixteen 
short tons, raw value, of the quota for Hawaii for any calendar year, plus an 
amount equal to the same percentage of twenty-nine thousand siz hundred and sixteen 
short tons, raw value, that the increase in the quota for Hawaii under section 202 is of 
one million fifty-two thousand short tons, raw value may be filed by direct- 
consumption sugar. 

(b) Not more than one hundred and twenty-six thousand and thirty-three short 
tons, raw value, of the quota for Puerto Rico for any calendar year may be filled 
by direct-consumption sugarE.] which shall be principally of crystalline structure, 
plus an amount equal to the same percentage of one hundred twenty-six thousand and 
thirty-three short tons, raw value, that the increase in the quota for Puerto Rico under 
section 202 is of one million eighty thousand short tons, raw value, which latter amount 
may be filled by direct-consumption sugar whether or not principally of crystalline 
structure. 

* ~ * ж ж ж + 


(h) [The] (I) For the calendar year 1956, the quota for foreign countries other 
than Cuba and the Republic of the Philippines may be filled by direct-consump- 
tion sugar only to the extent of 1.36 per centum of the amount of sugar determined 
pursuant to section 201 less the sum of the quotas established in subsections (a) 
and (b) of section 202: Provided, That each such country shall be permitted to 
enter an amount of direct-consumption sugar not less than the average amount 
entered by it during the years 1948, 1949, and 1950. 

(2) For the calendar year 1957 and each subsequent calendar year, the quota for 
foreign countries other than Cuba and the Republic of the p y may be filled 
by direct-consumption sugar to the eztemt of 1.36 per centum of the amount of sugar 
determined pursuant to section 201 less the sum of the quotas established in sub- 
sections (a) and (b) of section 202: Provided, That such limitation shall not apply 
to countries receiving prorations under Section 202 (c) of 7,000 short tons or less. 
The direct-consumption portion of such quota which is subject to the 1.36 per centum 
limitation referred to above shall be prorated to countries which receive prorations 
under section 202 (c) of more than 7,000 short tons on the basis of average imports 
of ditect-consumption sugar within the quota for the years 1951, 1952, 1953, and 1954. 

* * * * ж ж ж 


TITLE III—CONDITIONAL-PAYMENT PROVISIONS 


Sec. 301. The Secretary is authorized to make payments on the following 
conditions with respect to sugar or liquid sugar commercially recoverable from the 
sugar beets or sugarcane grown on a farm for the extraction of sugar or liquid 
sugar: 

* * * * * * ж 


(b) That there shall not have been marketed (or processed), except for livestock 
feed, or for the production of livestock feed, as determined by the Secretary, an amount 
(in terms of planted acreage, weight, or recoverable sugar content) of sugar 
beets or sugarcane grown on the farm and used for the production of sugar ог 
liquid sugar to be marketed in, or so as to compete with or otherwise directly 

ect interstate or foreign commerce, in excess of the proportionate share for the 
farm, as determined by the Secretary pursuant to the provisions of section 302, 
of the total quantity of sugar beets or sugarcane required to be processed to enable 
the aré& in which such sugar beets or sugarcane are produced to meet the quota 
(and ‘provide a normal carry-over inventory) as estimated by the Secretary for 
such area for the calendar year during which the larger part of the sugar or liquid 
sugar from such crop normally would be marketed. 

* * * * * * * 
8кс. 302, 9 + + 

(b) Tn determining the proportionate shares with respect to a farm, the Secre- 

tary thay take into consideration the past production on the farm of sugar beets 
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and sugareane marketed (or processed) within the proportionate share for the 
extraction of sugar or liquid sugar and the ability to produce such sugar beets or 
sugarcane, and the Secretary shall, insofar as practicable, protect the interests 
of new producers and small producers and the interests of producers who are 
cash tenants, share tenants, adherent planters, or share croppers [.] and of the 
producers in any local producing area whose past production has been adversely, 
seriously, and generally affected by drought, storm, flood, freeze, disease, insects, or 
other similar abnormal and uncontrollable conditions. For the purposes of establishing 
proportionate shares hereunder and in order to encourage wise use of land resources, 
foster greater diversification of agricultural production, and promote the conservation 
of soil and water resources in Puerto Rico, the Secretary, on application of any owner 
of a farm in Puerto Rico, is hereby authorized, whenever he determines it to be in the 
public interest and to facilitate the sale or rental of land for other productive purposes, 
to transfer the sugarcane production record for any parcel or parcels of land in Puerto 
Rico owned by the applicant to any other parcel or parcels of land owned by such 
applicant in Puerto Rico. 
~ * * * * ж * 


TITLE IV—GENERAL PROVISIONS 
* * * * * * * 


Sec. 405. (a) Any person who knowingly violates, or attempts to violate, or 
who knowingly participates or aids in the violation of, any of the provisions of 
section 209, or any person who brings or imports into the continental United 
States direct-consumption sugar after the quantities specified in section 207 have 
been filled, shall forfeit to the United States the sum equal to three times the 
market value, at the time of the commission of any such act, [(a)] (7) of that 
quantity of sugar or liquid sugar by which any quota, proration, or allotment is 
exceeded, or [(b)] (2) of that quantity brought or imported into the continental 
United States after the quantities specified in section 207 have been filled, which 
Стае shall be recoverable in a civil suit brought in the name of the United 
States. 

(b) Any person whose sugar processing operations otherwise meet the requirements 
qu 101 (n) and who subjects to such processes sugar imported or brought into 
the continental United States under a declaration that it is raw sugar but which 


sugar subsequently is determined to be of direct-consumption quality shall E 


to the United States a sum equal to one cent per pound for each pound, raw value, of 
such sugar in excess of that part of the direct-consumption portion of the applicable 
quota or proration or allotment thereof remaining unfilled at the time of цал deter- 
mination, which forfeiture shall be recoverable in a civil suit brought in the name of 
the United States. 


+ * * + + + e 


Sec. 407. No person shall, while acting in any official capacity in the ad- 
ministration of this Act, invest or speculate in sugar or liquid sugar, contracts 
relating thereto, or the stock or membership interests of any association or corpora- 
tion engaged in the production or manufacturing of sugar or liquid sugar. Any 

rson violating this section shall upon conviction thereof be fined not more than 

10,000 or imprisoned not more than two years, or both. The provisions of this 
section shall not apply to persons whose services are obtained pursuant to section 305. 


* * * * * * * 


Szo. 411. The Secretary is authorized to issue such regulations as may be neces- 
cine da carry out article ? of the International Sugar Agreement for the Regulation 
of Production and Marketing of Sugar (ratified by and with the advice and con- 
sent of the United States Senate on April 29, 1954), restricting importations of 
sugar into the United States from foreign countries not participating in such agree- 
ment, or to carry out the corresponding provisions of any such future agreements 
ratified by and with the advice and consent of the United States Senate. 

кс. 411.] Sec. 412. The powers vested in the Secretary under this Act shall 

inate on December 31, [1956] 1962, except that the Secretary shall have 
power to make payments under title III under programs applicable to the crop 
year [1956] 1962 and previous crop years. 

[Szc. 412.] Szc. 413. The provisions of this Act, except where an earlier effec- 
tive date is provided for herein, shall become effective January 1, 1948. As pro- 
vided in section 513 of the Sugar Act of 1937, the powers vested in the Secretary 
under that Act shall terminate on December 31, 1947, except that the Secretary 
shall have power to make payments under title III of that Act under programs 
thereunder applicable to the crop year 1947 and previous crop years. 
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AMENDMENTS TO THE INTERNAL REVENUE CODE OF 1954 


SEC. 4501 
* * * * * E ж 


(e) TERMINATION OF TAx.—No tax shall be imposed under this subchapter on 
the manufacture, use, or importation of sugar or articles composed in chief value 
of sugar after June 30, [1957] 1963. Notwithstanding the provisions of sub- 
section (a) or (b), no tax shall be imposed under this subchapter with respect to 
unsold sugar held by a manufacturer on June 30, [1957] 1963, or with respect 
to sugar or articles composed in chief value of sugar held in customs custody or 
control on such date. With respect to any sugar or articles composed in chief 
value of sugar upon which tax imposed under subsectión (b) has been paid and 
which, on June 30, [1957] 1963 are held by the importer and intended for sale 
or other disposition, there shall be refunded (without interest) to such importer, 
subject to such regulations as may be prescribed by the Secretary or his delegate, 
an amount equal to the tax paid with respect to such sugar or articles composed 
in chief value of sugar. 


SEC. 4502 
* * * ж ж ж ж 


(4) TorAL suGARs— The term “total sugars” means the total amount 
of the sucrose [(Clerget)] and of the reducing or invert sugars. [The 
total sugars contained in any grade or type of manufactured sugar shall 
be ascertained in the manner prescribed in paragraphs 758, 759, 762, and 
763 of the United States Customs Regulations (1931 edition) .] 

* * * * * ж ж 
ЗЕС. 4504. IMPORT TAX IMPOSED AS TARIFF DUTY 
The tax imposed by section 4501 (b) shall be levied, assessed, collected, and 
paid in the same manner as a duty imposed by the Tariff Act of 1930 a: d shall be 
treated for the purposes of all provisions of law relating to the customs revenue 
as a duty imposed by such Act, except that for the purposes of sectior s 336 and 
350 of such Act such tax shall not be considered a duty or import restriction, 
and except that no preference with respect to such tax shall be aceorded any 
articles imported or brought into the United States and except that such tax may 
be subject to refunds as a tar unde; the provisions of section 6418 (a). 
SEC. 6412. FLOOR STOCKS REFUNDS 
* * * ж ж ж ж 
(d) SuGar.— With respect to any sugar or articles composed in chief value of 
sugar upon which tax imposed under section 4501 (b) has been paid and which, 
on June 30, [1957] 1963, are held by the importer and intended for sale or other 
disposition, there shall be refunded (without interest) to such importer, subject 
to such regulations as may be prescribed by the Secretary or his delegate, an 
amount equal to the tax paid with respect to such sugar or articles composed in 
chief value of sugar. 
SEC. 6418. SUGAR 
(a) Use As Liıvesrock FEED OR For DISTILLATION OF ALCOHOL.—Upon the 
use of any manufactured sugar, or article manufactured therefrom, as livestock 
feed, or in the production of livestock feed, or for the distillation of alcohol, there 
shall be paid by the Secretary or his delegate to the person so using such manu- 
factured sugar, or article manufactured therefrom, the amount of any tax paid 
under section 4501 [(a)] with respect thereto. 
* * * * * * < 
Note.—Section 22 of the bill provides that except as otherwise provided the 
amendments made by the bill shall become effective on January 1, 1956, except 
that sections 1 through 4 shall become effective upon publication in the Federal 
Register of regulations implementing such sections, or six months after the date 
of enactment of this Act, whiche.er is earlier. 
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